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DEPOSITORS 2.d EMPLOYEES 


LIKE THE New Lighting IN THIS BANK 


Long reflecting troughs carry G-E MAZDA lamps, concealed by aluminum fins, to put good 


light on check desks and tellers’ windows. This is supplemented by indirect cove lighting. 


G-E MAZDA lamps help provide 
greater comfort, increased efficiency 


DEPOSITOR: “I work on 
the night staff of a pub- 
lishing house and I wish 
we had lighting like this.” 


TELLER: “Working out 
payrolls is easier with this 
new lighting, and faster.” 

MANAGER: “We'd hate 
to go back to the old way.” 


That’s what they think of the new 
lighting in the Nela Park Branch 
of the Cleveland Trust Company. 
Thanks to the adaptability of G-E 
MAZDA lamps, the lighting has been 
made an integral part of the office, 
which eliminates cluttering desk 
lights. At all work points, the new 
lighting provides 25 to 30 foot- 
candles, several times the light 


usually found in banks. And better 
light has made seeing so much more 
easy and accurate, and has so in- 
creased efficiency that several other 
branches of the company have begun 
to improve their lighting. 


One important step toward better 
light in your offices, or in property 
that you manage, is to see that all 
the lamps you use bear the mark 
G-E. Then you will be sure to get 
bulbs that give you all the light you 
pay for and that Stay Brighter Longer. 


Other helpful suggestions for securing 
better lighting, are contained in an in- 
teresting new 35 page booklet.“Light- 
ing for Seeing in the Office.” Write 
for a free copy. Dept. 166-B, General 
Electric Co., Nela Park, Cleveland, O. 


G-E MAZDA lamps in concentrating 
reflectors behind the square-cut ceiling 
openings light the tellers’ space. 


The same scheme, supplement- 

d by G-E MAZDA lamps in 
fedieoct units, speeds work in 
the general office space. 


. . they stay brighter longer 


GENERAL ELECTRIC 


MAZDA LAMPS 
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The Condition of BUSINESS 


Goop AUTUMN OUTLOOK. The seasonal reaction in business 
has been less than expected, and it seems reasonable to 
believe that Fall trade will be good. 

Labor difficulties are less threatening, chiefly because pub- 
lic opinion has become impatient of deliberate interruptions 
to recovery. Reopening of the steel mills helped business 
confidence at a time when it needed a tonic, and fostered the 
hope that the worst of the industrial strife was over. 

Money From THE LAND. An important favorable factor 
is the position of the farmer. In general the forecasts indi- 
cate a good wheat crop. The early July estimates were slightly 
above the average for the five years 1928-1932, and larger 
than the combined American and Canadian crops last 
year. Corn is equally promising. Shifting prospects natur- 
ally have affected prices somewhat, but the fact remains that 
this is to be a “good year” for the grain belt and that the 
farmers will have money to spend. 

Cotton, too, seems likely to contribute to the improved 
purchasing power of the agricultural population. Income from 
that crop is expected to be the best since 1929. 

Less FAVORABLE Factors. Events along the world’s mili- 
tary fronts, East as well as West, are unpleasant reminders of 
international instability, while at home an unbalanced 
budget, a spendthrift Congress indifferent to the growing 
necessity for economy, and a rising scale of costs to both 
producer and consumer are adverse factors which must be 
taken into account in any attempt to appraise Fall prospects. 

Heavy Inpustry. Although industrial production in June 
had reflected strikes, the resumption of mill activity by the 
larger independent steel companies brought a quick upward 
turn and by the middle of July output had crossed 80 per cent 
of capacity as compared with an average of around 75 per 
cent for the previous month. Deliveries of steel for the auto- 
mobile industry fell off slightly as the selling season slowed 
up but material for the new models will necessitate heavy 
buying. Production of ingots during the two mid-Summer 
months is expected to range around 80 per cent of capac- 
ity. 

Orders for rails have diminished as the Summer re-laying 
program is completed, but demand for farm implements has 
held up far beyond the normal season. 

Automobile production for the first half of 1937 gained 
approximately 12 per cent over the same period last year, 
the rise being less than anticipated because of strikes and 
the exceptionally high production in the first half of 1936. 
Output for the six months is estimated at 2,900,000 units as 
compared with 2,600,000 a year ago. 

OTHER SIGNS OF IMPROVEMENT. Railway car loadings have 
set a new high level for the year with 806,168 cars in the 
opening week of July, a gain exceeding the normal seasonal 
amount. The oil industry continues to boom with a sustained 
increase in gasoline consumption over last year. The travel 
business is very healthy. Railways, steamships, bus and air 
lines are handling unprecedented passenger volume. The 
recreational season in New England and other northern 
States promises business at least 20 per cent over the good 
season of 1936. 

Building contracts awarded during June, according to the 
F. W. Dodge report, totaled the highest for any month this 
year, although it is generally agreed that rising costs of con- 
struction have limited expansion and that the total for 1937 
will be below what has been anticipated. Residential con- 
struction during the first half of the year rose 59 per cent 
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over last year but is slowing up.under the chilling influence 
of mounting costs. 

There has been a marked revival in the demand for stand- 
ard cotton goods and other textiles. Some mills have sus- 
pended operations for the usual overhaul but the prospects 
for Fall business are considered excellent. Electrical equip- 
ment business is good. 

HIGHER Costs, HiGHER Prices. The general industrial 
outlook, of course, is affected by rising wage and other pro- 
duction costs. In most lines retail quotations have finally 
caught up with the advance in wholesale prices noted several 
weeks ago. So far the advance has not been large enough to 
affect consumer buying but it is considered probable that in 
some lines the eventual effect may be rather serious. All 
branches of industry are not affected in the same degree by 
wage advances since the element of labor costs in production 
costs varies greatly. It is already apparent that in some lines 
operating economies will cover the rise in the wage factor. 

THE BANKING Position. The outlook for bank lending 
activity in the next few months is relatively good. Because 
of the fact that there has been less of a Summer let-down 
in general business than anticipated, so the demand for bank 
credit has continued above expectations. However, there 
seems to be little immediate prospect of improvement in 
money rates. Excess reserves of member banks have again 
been on the increase. 

In New York City the average rate to customers fell from 
2.44 per cent in May to 2.34 per cent in June while in other 
northern and eastern cities the drop was from 3.45 to 3.32 per 
cent. The average rate in the West and South remained 
almost stationary. 

The item of “bank borrowings” appeared in the Reserve 
Board’s condition statement of reporting banks during the 
month for a nominal amount, reflecting some inequalities in 
the distribution of excess funds, but on the whole there has 
been far less difficulty in this line than had been anticipated. 

THE GOVERNMENT’S FINANCES. Prospects of a balancing 
of the Federal budget upon which the bank credit situation 
ultimately depends are uncertain. The President is calling 
upon departmental and bureau chiefs to reduce their ex- 
penditures in the current fiscal year by 10 per cent wherever 
that is possible. On the other hand Congress is voting large 
appropriations for various purposes not covered by budget 
estimates. 

NEw _FINANcING. Offerings of new securities have been 
running low. For the year up to July 11 total issues were 
reported at $1,715,315,100 as compared with $3,056,506,890 
in the same period of 1936. Several large corporations that 
were ready to place substantial issues at a favorable oppor- 
tunity have not only postponed their financing until Autumn 
but are now talking of putting it off until Spring. A slump in 
the bond market, naturally, was a prime factor in this policy, 
but there was also the added uncertainty of the effects of 
strikes upon corporation finances. 

Gotp. Although the Federal Government expects to 
absorb about $800,000,000 of its own issues during the cur- 
rent fiscal year for its various trust funds, this depends 
largely upon the course of gold imports and the necessity of 
sterilizing them by sales of securities. Uncertainties of French 
budget and currency difficulties and renewed hoarding on the 
Continent checked the inflow of gold during the past month 
but the break in the steady import stream seemed only 
temporary. 
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Indian Joe said “Sure!” 


NDIAN JOE and a companion had broken 
I through the ice. Looking at his soggy matches, 
the other man asked if there were any hope of 
making a fire before they froze to death. 


Indian Joe said “‘Sure!’’—and pulling out a 
reserve supply of matches he carried in a tightly- 
corked bottle, started a life-saving blaze. 


Like the Indian guide, a man who carries a 
financial reserve feels sure of his ability to meet 
emergencies. And it is the belief of Investors Syn- 


dicate that a reserve should consist of (1) a bank 


account, (2) life insurance, (3) Living Protection. 


Living Protection is simply a plan by which 
people may accumulate substantial sums of 
money. No matter what his income, we urge 
that everyone set aside a portion of it—perhaps 
only a few cents a day—towards a financial 
reserve. 


Since 1927, Investors Syndicate has disbursed 
over $64,000,000 to contract holders. And, prac- 
ticing what it preaches, Investors Syndicate has 
increased its resources every year of its exist- 
ence—through good times and trying times alike. 


Investors Syndicate agency offices 
in 172 leading cities, including: 
New Yorkt - Boston + Pittsburgh - 
Birmingham Detroit Dallas St. Louis 


Kansas City - Denver - Seattle + San Francisco 
Toronto* Montreal* Vancouver’ 


Home Office: Minneapolis, Minn. 
tOffice Investors Syndicate Title and Guaranty Co. 
*Office Investors Syndicate, Ltd., Canada 
These compasiies are affiliates of Investors Syndicate 


INVESTORS SYNDICATE 


Living Protection...everyman's road 
to financial security 


Chicago 
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NEW BOOKS 


Midsummer Miscellany 


NOTHER study of the depression makes its appearance 
A under the title Banking and the Business Cycle (Mac- 
millan, New York, $2.50). The authors are C. A. 
Phillips, dean of the College of Commerce, State University 
of Iowa; T. F. McManus, College of New Rochelle, New 
York; and R. W. Nelson, State University of Iowa. Their 
central thesis is that the depression and the economic gyra- 
tions of the years immediately preceding it were “notably 
bank credit phenomena”; that the “markedly oscillatory 
movements of the economic pendulum in the United States 
during the ’twenties and early ’thirties are attributable to 
forces resident in central banking.” Furthermore, had it not 
been for the fact that the Federal Reserve banks were super- 
imposed on the commercial banking system, “the amplitude 
of the cycle in question would have been greatly restricted.” 
“The special character of the depression,” the authors 
hold, “is traced to the hyper-elasticity of the Federal Re- 
serve System, and to the operation of that system as exem- 
plified in the ‘managed currency’ experiment of the Federal 
Reserve Board, working in opposition to what D. H. Robert- 
son labels ‘the over-mastering tendency of prices to fall’ 
after a war financed by inflationary measures. By virtue of 
that experiment, the Board succeeded in holding up the 
price level for a surprising length of time, but in so doing un- 
wittingly aided in producing the boom and its consequent 
depression. The depression, in other words, was the price 
paid for the experimentation with currency management by 
the Federal Reserve Board during the period when the dis- 
locations caused by war had not as yet been corrected and 
when the post-War deflation of prices had not been com- 
pleted.” 

Reserve policy, the book contends, also had an important 
role in the depression’s severity and duration. Expansionist 
tactics in 1927 not only checked an incipient business slump, 
but also sustained the boom for two more years, particularly 
ia the stock market. When the crash finally came, “every 
effort was made to avert or delay the necessary liquidation, 
both by Federal Reserve action aimed at sustaining the 
market situation, and by the widespread advocacy of a 
policy of maintaining wage rates.” 

These economists advocate as an objective of banking 
policy, control of the total amount of credit. The ideal aim of 
credit policy, in their opinion, is stabilization of the “rate 
of credit growth” so that it proceeds at the same pace as 
population, or about 1 per cent a year for this country. 

“All that is proposed here,” they say, “is that the total 
supply of credit be kept constant, subject to the one qualifi- 
cation of an increasing population; if population increases, 
credit should increase at the same rate; should the popula- 
tion become stabilized, the total amount of credit should re- 


main unchanged.” 
© 


The Graduate School of Banking, sponsored by the 
American Bankers Association, has published a study by 


Gilbert T. Stephenson, director of its Trust Research De- 
partment, on the discretionary powers of trustees under 
wills and trust agreements. The study contains 40 illustra- 
tive grants of power to the trustee, the provisions represent- 
ing the accumulated experience of lawyers and trust men as 
to the powers which are actually needed by trustees, and the 
manner in which they should be expressed to accomplish 
their purpose. The material is drawn from actual wills and 
trust agreements of residents in Connecticut, Illinois, Massa- 
chusetts, Missouri, New York and North Carolina, and 
represents provisions which are fairly well standardized 
throughout the country. Copies of the booklet are available 
on request to The Graduate School of Banking, American 
Bankers Association, 22 East 40 Street, New York City. 


* * * 


An informative and alluring excursion through chemical 
industry awaits the reader of Man in a Chemical World, by 
A. Cressy Morrison (Charles Scribner’s Sons, New York, 
$3). The author reviews the great contributions chemistry 
has made and is making to the daily lives of us all. The book 
is culturally and practically educational. It is published as 
part of the continuing program carried out by the New 
York section of the American Chemical Society to celebrate 
the tercentenary of the founding of chemical industries in 
America. 


BOOKS IN BRIEF 


Retail Credit Survey 1936, by H. T. LaCrosse of the Mar- 
keting Research Division, Department of Commerce, con- 
tains some significant facts derived from a study of 14 kinds 
of retail trade in 88 cities, covering 1,969 stores. We learn, for 
instance, that customers of the reporting stores paid their 
accounts receivable more promptly last year than in 1935; 
that ratios of bad debt losses for some retail lines were the 
lowest since 1929, the average of all 14 being .5 of 1 per cent 
on open credit sales and 1.2 per cent on instalment sales; 
that a larger sales volume was accompanied by an increased 
proportion of instalment sales; that instalment sales for the 
reporting stores rose 25 per cent over 1935. 

An Introduction to Money, Banking and Corporations. By 
Paul M. O’Leary and John H. Patterson. (Macmillan, New 
York. $1.25.) This book contains textual material from the 
elementary course in economics at Cornell University where 
Professor O’Leary teaches. It is intended to be used in con- 
junction with other material, as is the case at Cornell. 

Where Are We Going? By E. C. Harwood. (American In- 
stitute for Economic Research, Cambridge, Massachusetts 
$1.) “Not all coming events can be foreseen, but a surpris- 
ingly large proportion of them can be predicted,” says Mr. 
Harwood, “by anyone who can analyze the guiding princi- 
ples of those whose future acts will be consequential events.” 
This pamphlet projects, so far as possible, present trends 
into the future. 
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affecting nearly half your bank’s assets 


On June 30, 1937,investment portfolios 
of Member Banks still representing 
more than 40% of total assets, continue 
to be an important source of revenue 
for many banks. With so large a per- 
centage of assets in investments not 
subject to the same searching, personal 
investigation given to local loans, it is 
doubly important that your bank adopt 
an aggressive yet conservative policy 
with regard to the management of its 
bond investments. 


Facing the uncertainties of today’s bond 
market, Moody’s Bank Supervisory 
Service promises no miracle of radically 
increased income. It does offer the 
most practical assistance your bank 
can employ under present conditions 
—day-by-day supervision by a mature 


staff of bond specialists working con- 
stantly to improve the yield, quality 
and liquidity of your list. Having the 
time, the facilities and the experience 
necessary to interpret each day’s finan- 
cial, economic and political happen- 
ings in terms of their effect on bond 
values, such an organization will 
normally achieve more efficient invest- 
ment of funds than an individual 
working alone. 


At your request we will be glad to 
examine your bank’s present portfolio 
and investment policy and to discuss 
with you the application of Moody’s 
Bank Supervisory Service to your 
bank’s investments. Your inquiry will 
be held in confidence and will involve 
no obligation whatever. 


MOopDyYSs INVESTORS SERVICE 


JOHN MOODY, President 


65 Broadway, New York City 


105 West Adams Street, Chicago 
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WASHINGTON | 
BRIEFLY 


Washington, D. C. 

HE McADOO BRANCH BANK 

bill is generally considered dead so 
far as the current Congress is concerned, 
for the next session as well as the pres- 
ent. As a matter of fact there will be no 
major bank legislation until the Federal 
bank supervisory authorities get to- 
gether on a program. 


* * * 


THE LATEST AGREEMENT be-| 
tween China and the United States for 
an exchange of some of our gold for| 
Chinese silver merely means that what | 
has been going on for the past year or | 
more will be continued. China has no | 
particular need for gold as gold, but she | 
can and does use gold credits in this| 
country to maintain the value of her | 
managed currency. The United States | 
will continue to take silver from the | 
Chinese Government rather than from | 
the open market in pursuance of its| 
silver program. 

* * 


THE PRESIDENT’S ARGU-)| 
MENTS in vetoing the bill to extend | 
the 31% per cent interest rate on Federal 
land bank loans were unanswerable | 
from the standpoint of common sense | 
economy, fairness to the taxpayers and | 
to private credit agencies. | 


* 


PRICES FARMERS NOW RE-| 
CEIVE for their products are substan- | 
tially twice what they were when the, 
temporary low rates of interest were | 
granted in 1933. The gross farm income | 
last year is estimated at $9,530,000,000 | 
as compared with $5,337,000,000 in| 
1932. In short, the farmers are in a posi- | 
tion to pay a business rate of interest 
for their credit. 


* * * 


| 


AFTER NIBBLING at the matter | 
of additional housing for upward of | 
three years the authorities are again | 
moved to make an investigation. The | 
President has appointed a special com- | 
mittee to survey the housing position of 
what he terms the underprivileged one- 
third of the population and the feasi- 
bility of corrective measures. 


* * * 
THE IMMEDIATE OCCASION 
for the new investigation is a rise in 
construction costs which is nipping the | 
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CONVENIENCE 


Both of the Diebold Engi- 

neered products on this 

page define the two sides 

there are to your equip- He 

ment dollars. Banks who = THE ELECTRIC 
install the Electric Rekor- REKORDESK 
desk to bring certified fire 

protection to savings records and signa- | | 
ture cards, soon reorder additional units. s2POr 
Why? Because Diebold gives theirtellers CGS 
many advantages in serving the public [ ? | 
that no other manufacturer can. Smooth 

operation, quick reference, fast entry, 

and space economy quickly pay the 

equipment investment. 


* 
PROTECTION 


There is only one Revolv- 

ing, Sliding Tray Ledger 

Safe! Only Diebold looked 

into the physical disad- 

vantages of an operator 

trying to use records 

“down in a well”. We not only brought REVOLVING 
them up, but we made it possible for SLIDING TRAY 
the entire tray to be swung at any LEDGER SAFE 
angle and then pulled forward for 

quick reference. Result .. Much greater 

visibility; faster posting, more accounts 

per operator. Write us. 


PROTECTION ENGINEERS OVER SEVENTY-EIGHT YEARS 
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is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates: CADILLAC. 
LA SALLE,. BUICK, OLDSMOBILE, 
PONTIAC, CHEVROLET automobiles: 
PRIGIDAIRE appliances for refrig- 
eration and air conditioning: 
DELCO lighting, power 
and heating equip- 
ment; GMC trucks; 
BEDFORD, VAUX- 
HALL, OPEL, BLITZ— 


Serving the 
Business that 


Builds Baltimore 
SINCE 1894 


MARYLAND 
TRUST COMPANY 
BALTIMORE 


Member of the Federal Reserve 
System and of the Federal Deposit 


Insurance Corporation 


GENERAL 


M ¢ 
INSTALMENT 
PLAN 
These NOTES are available, in limited amounts, upon request. 


EXECUTIVE OFFICE NEW YORK - BRANCHES IN PRINCIPAL CITIES 


foreign made automotive vehicles. 

The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 

In obtaining short term accom: 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it offers to banks 
and _ institutions, in 
convenient maturities 
and denominations at 
current discount rates. 


FEDERAL INTERMEDIATE 
* CREDIT BANK * 


CONSOLIDATED DEBENTURES 


Exempt from Federal, State, Municipal 
; and Local Taxes 


Authorized by an Act of Congress approved 
March 4, 1923 As Amended 


Consolidated debentures are the 
joint and several obligation of 
the twelve Federal Intermediate 
Credit Banks. 


Eligible up to six months’ ma- 
turity for purchase by the Federal 
Reserve Banks and are acceptable 
as collateral security for fifteen 
day loans to member banks of 
the Federal Reserve System. 
Consolidated debentures are legal 
for investment by savings banks 
in the State of New York. 
Eligible as security for all fidu- 
ciary, trust, and public funds held 
under the authority or control 
of officers of the United States. 
These debentures have been ap- 
proved as security for deposits 
of postal savings funds. 


* Further information and circulars can 
be obtained through your dealer or 


CHARLES R. DUNN 
FISCAL AGENT 
For the Federal Intermediate Credit Banks 
31 Nassau Street @ New York City 


residential construction boom. But if 
wages are boosted and costs of material 
rise in consequence as well as a result of 
increasing demand, what is to be done 
about it? The answer, of course, is a 


bounty. 


* * * 


WITH A BOOM IN SHIPBUILD. 
ING in prospect, both for naval and 
merchant service needs, the ability of 
existing shipyards to handle the busi- 
ness is being questioned and a survey 
has been ordered by the Federal author- 
ities to find out what’s what in the ship 
construction line. Harking back to the 
position of the United States in the mat- 
ter of shipping during the World War, 
the importance of adequate shipbuild- 
ing facilities can be realized. Next to 
adequate tonnage, naval and merchant, 
the country needs adequate facilities to 
supply more tonnage. 


* * * 


PROSPECTS FOR THE EVEN- 
TUAL PASSAGE of some wage and 
hour act were slightly improved by the 
changes made in the Connery-Black bill 
by the Senate Committee on Labor. 
What was, in general effect, a new 
N.R.A. has become a measure which 
has some chance of preventing abuses 
without throttling business. Instead ofa 
Labor Standards Board being allowed 
to fix minimum wages not lower than 
40 cents but up to 80 cents an hour itis, 
under the revised measure, permitted 
to fix them only up to 40 cents an hour, 
the theory being that wages above that 
rate will be subject to collective bar- 
gaining. 

* * * 


UNDER THE NEW PROVISIONS 
the board also cannot fix a maximum 
work week at less than 40 hours whereas 
under the original measure it could only 
fix them from 40 hours downward. The 
new measure also exempts “local re- 


tail’’ workers. 
* 


THE IMPRESSION IS GROWING 
that the only portion of the Govern- 
ment reorganization program likely to 
get through Congress at the present 
session is that giving the President the 
six aides for the executive establishment 
for whom he has asked. 


* * * 


ONE REASON FOR FAVOR of this 
step in reorganization is that the aides 
are needed; another is that reorganiza- 
tion which increases Government pa- 
tronage will always be more popular 
than reorganization which decreases it. 
GEORGE E. ANDERSON 
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“Untoreseen events. 


change and shape the course of man’s affairs” 


A LITTLE LIGHT ON A DARK SUBJECT 


IT is common knowledge that burglary most often occurs _ the protection of broad burglary policies covering homes, 
under cover of darkness. Even the robbing raccoon in- stores, factories and offices. The residence policy insures 
stinctively waits until nightfall to raid a nest. But far more = against burglary and hold-up, and theft by servants, deliv- 
important to the success of burglary than the actual gloom _ ery men, and solicitors. 

of night is the clouded public recognition of the entire Any one of the 10,000 Maryland Agents throughout the 
subject. You make sure you protect your belongings with | United States, Alaska, Canada, Cuba, Puerto Rico, the 
fire insurance. Yet burglary occurs six times as often as fire. | Canal Zone and Hawaii will be glad to tell you how little 


Against this constant threat of loss, The Maryland offers _ it costs to have this vital protection against the Unforeseen. 


THE MARYLAND 


MARYLAND CASUALTY . COMPANY BALTIMORE 


The Maryland writes more than 20 bonding lines, including ... Fidelity... Banker's Blanket ...Contract...Check Alteration and Forgery...Depository...Fraud 
Puolic Official Bonds... Judicial. More than 40 types of Casualty Insurance, including... Aircraft ...Engine ... Automobile... Burglary. ..Boiler... Elevator 
Accident and Health... Fly-Wheel...General Liability... Plate Glass ...Electrical Machinery...Sprinkler Leakage... Water Damage... Workmen's Compensation 
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It may be presumptuous 
to state that one has 
made an “outstanding 


contribution to the in- 


dustry” but we believe 


we can justly claim that 


recognition in the bank 
check field because of 


the new meaning we 


gave to the word “‘serv- 


” 


ice 


twenty-one years 


ago and the strict ad- 


herence to that interpre- 


tation ever since. 


CHECK PRINTERS /WC., 
Lithographers and Printers 


Plants at 
Chicago Cleveland 
New York 


Kansas City 
St. Paul 


New Business 


Contests 


| HEN bankers discuss the value of | 


new business contests among bank 
employees, there is usually a difference 
of opinion. Some will assert flatly that 
such campaigns are not worth what 
they cost. Others are just as emphatic 
that “drives” by employees are of 
permanent value. Probably this diver- 
gence of thought rises from the fact that 
there are all sorts of bank employee new 
business contests, and hence it may be 
that those discussing the subject are 
actually talking about different things. 
Thus when contests are criticized 
it often develops that what is meant by 
a contest is a short high pressure drive 
designed to bring a quota of new busi- 
ness into the bank without much regard 
to either the quality or permanence of 


| the business involved. Naturally this 


sort of thing breeds both trouble and 
expense, as it did in the case of a mid- 
western bank which offered a prize 
several years ago to the employee bring- 
ing in the largest number of savings ac- 
counts in a given month, regardless of 
the balances involved. The result was 
what might have been expected. The 
bank got many accounts but more than 


| half of them were started with initial 
| deposits of less than $5 and, what was 


worse, the new business began to depart 
the day after the contest closed. 


PERMANENT BUSINESS 


| FAR different is the experience of an- 


other bank, which has been running an 
employee contest for the last five or six 


| years. In this instance, however, there 


are no high pressure tactics, for only 
permanent business is rewarded. For 
example, if an employee gets a savings 
account, it does not count for him until 
it has been on the books for six months. 


| Nor does it then, unless the balance is 


above the initial deposit, is more than 
$25, and has had at least three credits to 
it since it came to the bank. 

By such stipulations, the bank as- 
sures itself of relatively permanent 
business. Applying similar, although of 


| necessity different, standards in the 
| case of trust and commercial depart- 


| ment business, it is felt that the em- 
| ployees are being taught by practical 
| application what does and what does 
| not constitute quality in bank new 


business. Prizes, in the shape of cash 


| bonuses, are awarded quarterly. 


(CONTINUED ON PAGE 10) 


WOME OFFICE 


@ Policyholders of Employers 
Mutuals receive a substantial re- 
turn on their insurance premiums 
in the form of dividends. These 
dividends are never paid at the 
expense of security for policy- 
holders— they are earned by 
careful choice of risks, efficient 
management, and prevention of 
losses. An examination of the 
Financial Statement of Employers 
Mutuals proves that your dividend 
dollar is earned safely! 


ASSESSABLE 


Branch offices in the principal 
cities of the Middle West. Con- 
sult your Telephone Directory 


Banking executives stop at the 
Hotel Washington BECAUSE ... 


@ The Federal Reserve Board is 
directly opposite 

@ The U. S. Treasury is just 
across the street 

@ The Federal Deposit Insur- 
ance Corporation is one 
from our door 


@ The Federal Land Bank is 
only 11% blocks distant 


HOTEL WASHINGTON 


15th Street & Pennsylvania Avenue 
Opposite the United States Treasury and 


Dept. of Commerce, overlooking 
the White House and Parks. 


WASHINGTON, D. C. 
FLOYD E. RUSH, Manager 
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THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office * 55 WALL STREET « New York 
Condensed Statement of Condition as of June 30, 1937 


INCLUDING DOMESTIC AND FOREIGN BRANCHES 


Cash and Due from Banks and Bankers $ 549,793,277.03 
United States Government Obligations (Direct or Fully Guaranteed) 419,401 ,464.82 
State and Municipal Bonds 92,891 ,746.00 
Other Bonds and Securities 140,441,108.95 
Loans, Discounts and Bankers’ Acceptances 710,217 ,081.27 
Customers’ Liability Account of Acceptances 23,909,693.07 
Stock in Federal Reserve Bank 3,637 ,500.00 
Ownership of International Banking Corporation 8,000,000.00 
Bank Premises 51,130,151.77 
Other Assets 6,747,193.61 

$2,006,169,216.52 


$1,807 ,822,047.23 
Liability as Acceptor, Endorser or Maker on Acceptances and 


. .$58,968,961.89 
Less: Own Acceptances in Portfolio...................... 14,542,762.99 44,426,198.90 
Items in Transit with Branches 5,046,056.38 
Reserves for: 
Unearned Discount and Other Unearned Income 4,966,139.00 
Interest, Taxes and Other Accrued Expenses 6,308,193.86 


2,604,000.00 


Capital $77,500,000.00 
Surplus 43,750,000.00 
Undivided Profits 13,746,581.15 134,996,581.15 


$2,006,169,216.52 


Figures of Foreign Branches are as of June 25, 1937. 
Securities carried at $105,247,848.45 in the foregoing statement, consisting of $73,481,216.32 
of United States Government Obligations, $18,913,391.52 of State and Municipal Bonds, and 
$12,853,240.61 of Other Bonds and Securities, are deposited to secure $79,730,626.93 of Public 
and Trust Deposits, and for other purposes required by law. 


(Member Federal Deposit Insurance Corporation) 


CITY BANK FARMERS 
TRUST COMPANY 


Head Office * 22 WILLIAM STREET « New York 
Condensed Statement of Condition as of June 30, 1937 


Cash and Due from Banks $ 47,654,882.16 
United States Government Obligations (Direct or Fully Guaranteed) 45,046,502.05 
State and Municipal Bonds 6,500,386.42 
Other Bonds and Securities 19,697 ,974.95 
Loans and Advances 6,693,556.98 
Stock in Federal Reserve Bank 600,000.00 
Bank Premises 4,353,338.25 
Other Assets 2,432,835.35 


$132,979,476.16 


Deposits $105,996,460.16 
Reserves 2,687,751.81 

497,043.70 
Capital 10,000,000.00 


Surplus 10,000,000.00 
Undivided Profits 3,798,220.49 


$132,979,476.16 
Securities carried at $1,516,043.84 in the foregoing statement, consisting of $1,370,000.00 
of United States Government Obligations, and $146,043.84 of State and Municipal Bonds, 
are deposited with public authorities for purposes required by law. 


(Member Federal Deposit Insurance Corporation) 
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TAKING OFF 
... on schedule 


As regular as Christmas . . . year in, year out, 
ever since it was founded, IRM has maintained 
an unbroken record of returns to its policyholders, 
saving 25% of the premiums as originally written. 


How? By selecting risks with care, eliminating 
_hazards, inspecting properties frequently, oper- 
ating economically. 


IRM service follows through, from start to finish. 
A competent fire-prevention engineer inspects 
each property before a policy is issued, locating 
danger spots... recommending ways to elimin- 
ate hazards. Similar inspections continue regu- 
larly during the life of the policy. Should loss 
occur, the nationwide facilities of IRM and its 
established reputation for fairness assure prompt, 
satisfactory settlement of claims. 


This method of operation enables IRM to func- 
tion economically, increase surpluses steadily, and 
provide policyholders sound indemnity at low cost. 


IMPROVED Risk MuTuUALS 


60 JOHN STREET, NEW YORK 


A nation-wide organization of old established, 

legal reserve companies writing the following 

types of insurance: Fire « Sprinkler Leakage « 

Use and Occupancy « Tornado and Windstorm 

Earthquake « Rents Commissions and 

Profits « Riot and Civil Commotion « Inland 
Marine 


(CONTINUED FROM PAGE 8) 


A somewhat similar system is now 
being tried out by several banks in pro. 
moting recently instituted small check- 
ing account plans. It is pointed out that 
such checking accounts are not par. 
ticularly adapted to officer solicitation 
and hence a bank, if it is to sell them by 
personal contact, must get its em. 
ployees to do the selling. To stimulate 
employee interest in this, a year’s con- 
test has been mapped out by one bank 
about as follows: 


A YEAR’S PROGRAM 


(1) A quota has been set for the bank 
as a whole, which if not reached, rules 
out all rewards. 

(2) Assuming that the year’s quota is 
reached, the top employees in a variety 
of different classifications are given 
prizes. The classifications have been so 
worked out as between departments, 
teams and so on that about half the 
bank’s personnel is likely to receive an 
award of some sort at the end of the 
year. 

(3) The system of scoring has been so 
weighted that the employee is given 
every incentive to get the best accounts 
obtainable. 

(4) The system of department and 
team awards is such that an employee 
is as much interested in aiding fellow 
workers to get new business as to get 
new business on the books to his own 
personal credit. 

The primary fault of this program, if 
there is one, would seem to be that it 
tends to stress one service of the bank 
at the expense of others. After soliciting 
small checking accounts for a year, an 
employee perhaps will forget that his 
bank has other facilities to offer the 
public. 

Another objection that some bankers 
make to this program, and perhaps with 
reason, is that by urging employees to 
seek one particular class of business, 4 
bank runs the risk of antagonizing es- 
tablished customers through the tact- 
lessness of some employees who may 
try to force the service being stressed 
upon everyone who walks into the bank. 

However, the merit of such a contest, 
or of any contest, does not lie in the 
amount of new business it places on the 
books. Rather, the advantages come 
when a contest teaches the individual 
employee to be alert for new business. 
If contests do that they are successful 
and if they do not they are failures, re- 
gardless of the business involved. It fol- 
lows that the longer they last the better. 

Joun FARNHAM 


BANKING 


E 
\ 
SQ 
| 
| 
} 
| 
o* Sk | 
fo 
% 
10 


State and Municipal Issues 


FIRST SIX MONTHS—1937 
Underwritten alone or with associates by Halsey, Stuart & Co. Inc. 


$ 800,000 
* 205,000 
1,600,000 
* 5,000,000 
* 4,000,000 
24,973,000 
t 900,000 
* 285,000 
500,000 
770,000 
150,000 
6,126,000 
144,000 
50,000 
105,000 
8,520,000 
98,000 
441,000 
450,000 
400,000 


100,000 


75,000 
75,000 
216,000 
160,000 


70,000 


BIRMINGHAM, ALA. 

3% % Bonds, Due 1940-49 

BOONE COUNTY, IOWA 

2% % Bonds, Due 1940-45 

BOSTON, MASS. 

2% % & 3% Bonds, Due 1938-57 

BOSTON, MASS. 

1.28% Temp. Loan Notes, Due 3-25-1938 

BOSTON, MASS. 

1.30% Temp. Loan Notes, Due 4-21-1938 

BOSTON METROPOLITAN DISTRICT 

“A” & “B” 2% % Bonds, Due 1938-62 

BRIDGEPORT, CONN. 

0.93% Notes, Due 5-15-1938 

CARROLL COUNTY, IOWA 

2% % Bonds, Due 1938-46 

CHEROKEE COUNTY, IOWA 

2% % Bonds, Due 1948-50; Opt. 43 

CLAY COUNTY, IOWA 

2%% Bonds, Due 1938-46 

CLINTON COUNTY, IOWA 

2% % Bonds, Due 1943-45 

COOK COUNTY, ILLINOIS 

Series“*A”4% Bonds, Due 1956; Opt.’38-49 

DALLAS COUNTY, IOWA 

2% % Bonds, Due 1938-46 

DUTCHESS COUNTY, N. Y. 

1.40% Bonds, Due 1938-40 

EASTCHESTER, N. Y., TOWN OF 

1% % Bonds, Due 1938-41 

FAIRFIELD COUNTY, CONN. 

14% % Bonds, Due 1938-52 

GREENBURGH, N. Y., TOWN OF 

2.70% Bonds, Due 1938-47 

GRUNDY COUNTY, IOWA 

2% % Bonds, Due 1938-46 

HAMILTON COUNTY, IOWA 

2% % Bonds, Due 1938-46 

HUMBOLDT COUNTY, IOWA 

2% % Bonds, Due 1948-50; Opt. ’43 

INDIANAPOLIS, IND., BOARD OF 
SCHOOL COMMISSIONERS 

2% % Bonds, Due 1938-57 

KANSAS CITY, KANSAS, BOARD OF 
EDUCATION, 2%% Bonds, Due 1938-47 

LANSDOWNE, PA. S. D. 

2% % Bonds, Due 1946-55 

MAMARONECK, N. Y., TOWN OF 

3% % Bonds, Due 1938-57 

MANCHESTER, N. H. 

3% Bonds, Due 1938-57 

MARINETTE COUNTY, WIS. 

3% % Bonds, Due 1942 


696,000 MARION COUNTY, IND. 


2% % Bonds, Due 1938-47 


t$ 2,225,000 MINNESOTA, STATE OF 
2% Certificates of Indebtedness, Due 1942 
® 271,250 MONTCLAIR, N. J.. TOWN OF 
2% % Bonds, Due 1938-70 
50,000 NILES, MICH., CITY & TWP. S. D. 
2% % Bonds, Due 1938-47 
90,000 ORLEANS COUNTY, N.Y. 
2.30% Bonds, Due 1938-42 
170,000 OSWEGO, N.Y. 
2.10% Bonds, Due 1938-47 
60,000,000 PENNSYLVANIA, COMMONWEALTH OF 
1% % Notes, Due 5-31-1938 
750,000 PORTLAND, ME. 
2% % Bonds, Due 1952 
125,000 ROCKFORD, ILL. 
2% % Bonds, Due 1938-57 
76,000 ROCK ISLAND COUNTY, ILL.,S. D. No. 41 
2.70% Bonds, Due 1956 
130,000 ST. JOSEPH, MO. 
3% % Bonds, Due 1942-57 
500,000 SAN DIEGO COUNTY, CALIF. 
2% % Bonds, Due 1943-45 
110,000 SARATOGA SPRINGS, N. Y. 
1.90% Bonds, Due 1938-44 
400,000 STAMFORD, CONN., TOWN OF 
Temporary Loan Notes, Due 3-1-1938 
10,066,000 TENNESSEE, STATE OF 
3% % & 3% % Bonds, Due 1944-49 
1,000,000 UTICA, N. Y. 
0.73 % Certs. of Indebtedness, Due 8-8-1937 
367,000 WINNEBAGO COUNTY, IOWA 
2% % Bonds, Due 1938-46 
1,100,000. YONKERS, N. Y. 
2% % Bonds, Due 1943-61 


*Underwritten alone by Halsey, Stuart & Co. Inc. 
tAccount headed by Halsey, Stuart & Co. Inc. 
tAccount beaded jointly by Halsey, Stuart & Co. Inc. 


Descriptive circulars and current quotations will be supplied for 
any of the above securities upon request. 


HOW DOES THE 1936 REVENUE ACT AFFECT YOUR INVESTMENTS 


What will be the net yield after payment of taxes under questions are answered in this folder... ..There is a sepa- 
the 1936 Revenue Act.... At your level of income, will rate tabulation for corporations, including banks, trust 
you benefit in net yield from buying bonds wholly or companies,and insurance companies. ...A copy will be 
partially exempt from Federal Income Taxes....These sent without obligation—write for Folder KC-87. 


HALSEY, STUART & CO. Inc. 


CHICAGO, 201 South La Salle Stre# + NEW YORK, 35 Wall Street 
August 1937 
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Let Your Bookkeeper 
See the CHECK 


“Use the original—never make a copy” is the inflexible rule of train 
dispatchers. Why? Because errors in copying have wrecked trains. 


You run the same risk of error when your teller hastily scribbles 
the signature and amount of a check for verification by the book- 
keeper. Copying is always risky. Let him send the actual check 
instead. Let the bookkeeper verify the signature as well as the 
amount—in one operation. It’s the only safe way. And Lamson 
Dispatch Tubes permit him to do so secretly and swiftly. 


It takes only a few seconds. The actual check is whisked to the 
bookkeeper and back again before the money is counted a second 
time. Safety is assured. Customer good will is assured. Other paper 
work is speeded up, other advantages gained. 


There’s only one cost; you buy them 
outright. Learn all the facts about this 
safe Tube system. Send the coupon for 
the booklet, “Wings of Business.” 


@ Lamson Dispatch 
Tubes speed business flow 
in all lines of business. 
Investigate them for your 


business properties and as 


a matter of service to your 
clients. 


PNEUMATIC TUBES 


Put Your Bookkeeper at Your Teller’s Elbow 


THE LAMSON CO., INC., Syracuse, N. Y. 


Send me a Free Copy of your Pneumatic Tube 


book, “Wings of Business” without obligation. 


Interest Rates 


‘AT present, through the sale of bonds 
to the investing public, new loans 
are being made by Federal Land Banks 
|at the lowest rate that has ever been 
made available to farmers generally in 
this country, namely, 4 per cent per 
annum. A decrease in farm mortgage 
interest rates has been brought about 
through the refinancing operations of 
the Federal Land Banks and the Land 
Bank Commissioner. 

“The average rate of interest on the 
private loans refinanced by the Federal 
Land Banks in 1933 and subsequent 
years has been 6.3 per cent. Conse- 
quently, those farmers who refinanced 
their private loans in 1933 and 1934 by 
converting them into 5 per cent Federal 
Land Bank loans cut their annual 
interest charges more than 20 per cent, 
while those who have refinanced at the 
present 4 per cent rate have obtained a 
| permanent reduction in excess of 40 per 
cent. 

“T believe, therefore, that there is no 
justification for continued Government 
| subsidy of Federal Land Bank interest 
'rates below the unprecedentedly low 

rate these banks are now offering 
_farmer-borrowers on a business basis. 


FARM RECOVERY 


“FURTHERMORE, theability of farm- 
ers to pay interest at the rates provided 
for in their mortgages with the Federal 

_Land Banks has been very substantially 

|improved, due to an increase of more 

than 100 per cent in the level of farm 

‘prices since the emergency period of 

|1932-33. ... 

“The reduction of the ratesof interest 

|on Federal Land Bank loans to 3% per 

cent for the fiscal year 1938, and to 4 

per cent for the fiscal year 1939, as 

'required by the bill for loans made 

‘through national farm loan associa- 

| tions would, it is estimated, necessitate 

'payments from the Treasury in the 

amount of approximately $31,700,000 

for the former year and $21,200,000 for 
the latter, a total of $52,900,000. The 

‘effect of such an arrangement is that 

part of the individual borrower’s in- 

terest is paid for him by the United 
| States. 

“Tn other words, it constitutes a gift 
to individual borrowers from the Fed- 
|eral Treasury.” 

—From President Roosevelt’s message 
‘to Congress on July 12, vetoing a bill 

to continue low interest rates to farm- 
ers on Federal Land Bank loans. 
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Standards 


TH the annual report of the Fed- | 
eral Deposit Insurance Corporation | 


for 1936 and subsequent addresses and 
statements of Chairman Leo T. Crowley 
emphasized the importance of sound 
banking practices, good management 
and strict supervision of the member 
banks if the deposit insurance system 
is to be a success. 

Reasons therefor were made clear, 


probably for the first time, in an ad- | 
dress by Mr. Crowley before a forum | 
meeting of North Carolina bankers | 
when he said: ‘‘ Where bankers refuse to | 
accept this responsibility or where they | 
seem to be unable to exercise their func- | 
tions judiciously it is only reasonable to | 


expect that supervisory authorities 


must act vigorously. 


“The obligation of the Federal De- | 


posit Insurance Corporation in this 
regard is tremendous. Not only have we 


accepted a public mandate to protect | 
bank depositors against loss, but we | 
have received a congressional mandate | 
(insuring deposits with an assessment | 
rate less than one-third as great as | 


would have been required to cover the 
losses from 1870 to 1933) which as- 
sumes a higher regard for sound bank- 


ing practices than ever existed before. | 


It is the necessity for observing these 
mandates and for living within our al- 


lotted income which leads the Corpora- | 


tion to stress so heavily observance of 


the fundamental rules which we believe | 


govern sound banking.” 

Mr. Crowley said further that “a 
permanently sound banking system re- 
quires, first, control of the banking 
structure; second, control of banking 
practices; and third, the elimination 
and avoidance of unsound assets.” 


The latter statement may be taken | 


as an outline of the last annual report. 


Up to the close of 1936 the Corporation | 
cited 24 banks for unsafe and unsound | 
practices, specifying more than 50 such | 


practices in which the banks had en- 
gaged. Three institutions made the 


necessary correction, four closed, one | 


was absorbed by another bank and 
further action was still pending at the 
end of the year in the other instances 
which, in the case of one bank, led to 
expulsion from the insurance system. 
It is in line with such discipline that 
F.D.LC. officers have pointed out the 


evils of bank speculation in securities | 


and substandard assets. Bank exam- 
nations in 1936 revealed that of the 
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Guaranty Trust Company 
of New York 


FIFTH AVE. OFFICE 
Fifth Ave. at 44th St. 
LONDON 


PARIS BRUSSELS 


MAIN OFFICE 
140 Broadway 


MADISON AVE. OFFICE 
Madison Ave. at 60th St. 
LIVERPOOL 


HAVRE ANTWERP 


Condensed Statement, June 30, 1937 


RESOURCES 
Cash on Hand, in Federal Reserve Bank, and 


Due from Banks and Bankers . 
Bullion Abroad and in Transit 
U. S. Government Obligations 


Public Securities . 


Stock of the Federal Reserve Bank 


Other Securities . . 
Loans and Bills Purchased 


Items in Transit with Foreign Branches. 
Credits Granted on 


Bank Buildings. 
Other Real Estate 


Real Estate Bonds and Mortgages. , 
Accrued Interest and Accounts Receivable 


LIABILITIES 
$ 90,000,000.00 
. 170,000,000.00 
9,891,451.60 


Capital. 
Surplus Fund .. 
Undivided Profits. 


Dividend Payable July 1, 1937 . Vr 
Miscellaneous Accounts Payable, Accrued 


Interest, Taxes, etc. . 
Acceptances 
Less: Own Acceptances 

Held for Investment 


. $ 520,351,628.66 
‘ 64,240.00 
646,369,691.82 
43,256,435.90 
7,800, 000.00 

19,567 ,950.49 
692,612, 703.23 
1,239 ,628.81 
23,838,499.73 
13,478,861.83 
468,328.24 
2,395,167.28 
12,638,477.16 


$1,984,081,613.15 


$ 269,891,451.60 
2,700,000.00 


21,268,337.41 


$42,222,396.84 
18,383,897.11 


23,838,499.73 


Liability as Endorser on Acceptances and 


Foreign Bills . 


Agreements to Repurchase Securities Sold. 


$1,637,713,246.69 
23 302,386.72 


Deposits . . 
Outstanding Checks 


3,927,091.00 
1,440,600.00 


1,661,015,633.41 
$1,984,081,613.15 


Securities carried at $46,263,174.67 in the above Statement are pledged to qualify for 
fiduciary powers, to secure public monies as required by law, and for other purposes. 


WILLIAM C. POTTER, Chairman 


W. PALEN CONWAY, President 


EUGENE W. STETSON, Vice-President 
DIRECTORS 


GEORGE G. ALLEN Director, British- 
American Tobacco Company, Limited, 
and President, Duke P_wer Company 

W. PALEN CONWAY President 

CHARLES P.COOPER Vice-President 

American Telephone & Telegraph Company 

JOHN W. DAVIS of Davis Polk Wardwell 


Gardiner & Reed 

HENRY W. de FOREST 
ARTHUR C. DORRANCE President, Campbell 
Soup Company 
EDWARD D. DUFFIELD President, 
The Prudential Insurance Company of America 
CHARLES E. DUNLAP President, Berwind- 
White Coal Mining Company 
LEWIS GAWTRY President, 
The Bank for Savings in the City of New York 
ROBERT W. GOELET Rea! Estate 
PHILIP G.GOSSLER Chairman of the Board, 
Columbia Gas & Electric Corporation 


EUGENE G. GRACE [President, 
Bethiehem Stee! Gorporation 
of Brown Brothers 
Harriman & Co. 
JOHN A. HARTFORD President, The Great 
Atlantic & Pacific Tea Company 

DAVID F. HOUSTON President, The Mutual 
Life Insurance Company of New York 
CORNELIUS F. KELLEY President. 
Anaconda Copper Mining Co. 

FREDERICK P. KEPPEL President, 
Carnegie Corporation of New York 

THOMAS W. LAMONT of J. P. Morgan & Co. 
WILLIAM C.POTTER = Chairman of the Board 
GEORGE E. ROOSEVELT of Roosevelt & Son 
EUGENE W.STETSON Vice-President 
CORNELIUS VANDERBILT WHITNEY Banker 
GEORGE WHITNEY of J. P. Morgan & Co. 
L. EDMUND ZACHER President, 
The Travelers Insurance Company 


W. A. HARRIMAN 


(Member Federal Deposit Insurance Corporation) 
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NUSUALLY prompt presentation of cash items throughout 

the major part of New York State and equally prompt return 
is now made possible by the day and night transit department of 
the Marine Trust Company. Items sent during the day which reach 
us in time to be forwarded by the night transit department will be 
presented the next day in most of the important centers of New 
York State. 
Arrangements with correspondents in the west and in other parts 
of the United States also permit the Marine to provide speedy 
handling of items in these sections. 
We shall be pleased to explain the benefits of this transit service 
to you, so that you may determine how useful this institution can 
be in presenting out of town items in the quickest possible time. 


155 trains and 16 planes in and out of the city each day 
put Buffalo in close contact with the major portion of 
New York State and with other sections of the United States. 


MARINE 
TRUST COMPANY 


OF BUFFALO 


A Marine Midland Bank 
Member Federal Deposit Insurance Corporation 


securities other than those of the Fed. 
eral Government, direct and guaran. 
teed, held by banks not in the Reserve 


| system approximately a fourth were 


substandard. Nevertheless, bank hold- 


| ings of such securities in 1936 repre- 


sented a substantial improvement over 
1935 and previous years. 

In the same line is the Corporation’s 
insistence upon sound capital structures 
and the elimination of bad assets before 
declaration of dividends. At the close of 
1936 approximately one-tenth of the 
banks, holding more than a fourth of all 
deposits in insured banks, had total 
capital account equal to less than one- 
tenth of total deposits, their sound capital 
being less than total capital account. 


SOUND CAPITAL 


THE figures show that as a general 
rule small banks have a better propor- 
tion of capital to deposits than the large 
banks. Three-tenths of 1 per cent of the 
insured banks not members of the Re- 
serve system had no sound capital. This 
may not be pleasant to read but it is in 
sharp contrast with the situation when 
deposit insurance was inaugurated. 
Then, one out of every ten such banks 
had not net sound capital. It can thus be 
understood why the Corporation con- 
tinues its efforts to improve the capital 


| position of its members. 


The F.D.I.C. demand as stated in the 
annual report is a net sound capital 


| sufficient to give reasonable assurance 


of the maintenance of a margin of pro- 
tection to depositors and other creditors 
and in no case equal to less than 10 per 
cent of total deposits; and in addition, a 
sound capital sufficient to assure the 


| proper discharge of other responsibili- 
| ties of the bank—trusts and branches, 
| for example. 


The third factor in a sound banking 
system, control of the banking struc- 


| ture, is represented by the Corporation’s 


efforts to prevent the chartering of 
unnecessary banks. The F.D.I.C. policy 


| as declared in the report is that appli- 


cants for bank charters should demon- 
strate the justification for a bank. 
During 1936 more than 140 weak 
or insolvent banks not in the Reserve 
System disappeared from the deposit 
system. Forty-one, including one na- 
tional bank, suspended business involv- 
ing deposits of approximately $i1,- 
000,000, and the F.D.I.C. paid out 
approximately $7,000,000 to depositors, 
74 per cent of whose deposits were 
insured. Twenty-seven insured banks 
were merged with others through loans 
or purchase of assets by the Corpora- 
tion in the amount of $8,593,000. 
GEoRGE E. ANDERSON 
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T’S true! Savings department methods have 
made more progress in the past seven years 
than in the previous thirty! New systems and 
equipment—tested in actual use—may save you 
worth while dollars in handling savings accounts. 


Read the boiled-down story in this new book, 
“Savings Department Records and Equipment”, 
offered free to bank officials. In just a few minutes 
time it will show you how and where to look for 
your most profitable modernizing opportunities. 


Here are a few of the highlights: 

How an improved indexing plan permits a clerk to 
put his finger instantly on the one account he 
wants among all accounts. How a compact new 


Ok its from 


Remington Rand 


August 1937 


ledger desk holds 10,000 to 15,000 accounts in 
a floor area of only fifteen square feet. How new 
equipment gives certified fire protection for vital 
records at point of use. How a new invention saves 
time in finding customers’ cards, regardless of poor 
handwriting, faulty pronunciation, or Americaniza- 
tion of foreign names. How a bank can have new 
record equipment installed with no interruption 
of routine . . . and with the manufacturer taking 
full responsibility for efficient operation. 
Send for your copy of this valuable book today— 
no charge or obligation. Simply phone the Rem- 
ington Rand office in your city or mail the coupon. 
FOR YOUR, CONV Coupon 
Remington Rand Inc., Dept. B-18 
465 Washington Street, Buffalo, N. Y. 


Without obligation please send me a copy of the new book, 
“Savings Department Records and Equipment.” 


| 

| 
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Mr. MOORE, President of this large 
trust company, writes: 

“We have been using five National 
Bookkeeping Machines on our indi- 
vidual ledgers for about a year and 
are very well pleased with them. 

“Visibility, speed, ease of operation 
and flexibility seem to us to be the 
principal advantages of this equip- 
ment. We are now operating with 
two less machines than we had before 
we made the change to National 
equipment. The operators find that 
they can work at the machines more 
comfortably and operate with less 


Quh 


“We heartily 
recommend this 
equipment” 


says Mr. J. Turner Moore, President of the 
Berks County Trust Company, Reading, Penna. 


fatigue, which results in greater effi- 
ciency. Over-posting has been elimi- 
nated and errors greatly reduced due 
to the complete and constant visibility 
of the writing line. 

“We heartily recommend this 
equipment to any bank for posting 
individual customers’ ledgers.” 

Will “visibility, speed, ease of oper- 
ation and flexibility” help your post- 
ing procedure? If so, get in touch 
with our local representative. He will 
be glad to show you the many advan- 
tages of National Bookkeeping 
Machines. 


DAYTON, 
Cash Registers * Typewriting-Bookkeeping Machines ° Postage Meter Machines 
Accounting Machine Desks Posting Machines Correct Posture Chairs 


Bank-Bookkeeping Machines 


Check-Writing and Signing Machines ° 


Analysis Machines 


Send for National’s 
Payroll Plans that pro- 


vide records which 
conform with Social 


Security Legislation. 
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The 
New York Trust 
Company 


Member of the Federal Reserve System, of the New York Clearing House Association and of the Federal Deposit Insurance Corporation 


100 BROADWAY 
40th St. & Madison Ave. Fifth Ave. & 57th St. 


CONDENSED STATEMENT OF CONDITION 
At the close of business, June 30, 1937 


ASSETS LIABILITIES 
Deposits. $328,110,780 84 
Ofher Cash Items . . 30,442,886.05 tified 
Checks . 13,578,437.39 341,689,218.23 


Reconstruction Finance Dividend ly 1, 

Corporation Notes . .  2,500,000.00 1937. eJu 625,000.00 
Other Bonds and Securities 12,551,206.07 P 
Loans, Discounts and See 

Bankers’ Acceptances . 143,707,208.80 Liabilities . . .  3,338,923.96 
Interest Receivable, Ac- 

counts Receivable and Acceptances and Letters of 

Other Assets. . 3,181,654.93 Credit . .  «  10,045,068.09 
Real Estate Bonds and Acceptances, etc., Sold with 

Mortgages ‘ 5,013,486.64 
Liability Our Endorsement . .  2,160,941.66 

Acceptances and Letters 812.211.20 

9,708,954.53 Reserve forContingencies. 4,812,211. 


Liability of Others on Ac- 


Capital . 12,500,000.00 
ceptances, etc., Sold with 
Our Endorsement . .  2,160,941.66 Surplus . 25,000,000.00 
Equities in Real Estate ' 822,339.85 Undivided 
Profits . _ 3,136,688.23 40,636,688.23 
$403,308,051.37 $403,308,051.37 


United States Government obligations and other securities carried at $12,286,343.45 in the above 
statement are deposited to secure public and trust deposits and for other purposes required by law. 


MALCOLM P. ALDRICH Trustees EDWARD E. LOOMIS 
New York Chairman of the Board 
Lehigh Valley Railroad Co. 
ARTHUR M. ANDERSON HARRY P. DAVISON 
J. P. Morgan & Company J. P. Morgan & Company ROBERT A. LOVETT 
Chairman of the Board President, Hercules Powder Company oe W. MAXWELL 
SAMUEL H. FISHER 
James B. Colgate Company HARRY T. PETERS 
Litchfield, Conn. New York 
ALFRED A. COOK wees 
Cook, Nathan, Lehman Greenman GATES DEAN SAGE 
resident Si 
——— Sage, Gray, Todd © Sims 
Vice-President F. N. HOFFSTOT LOUIS STEWART, SR. 
American Brake Shoe & Fdy. Co. New York ' New York 
FRANCIS.B. DAVIS, jR. B. BREWSTER JENNINGS VANDERBILT WEBB 
President, United States Rubber Co Socony-Vacuum Oil Co., Inc. Milbank, Tweed, Hope & Webb 
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14 Story Bank Building Completely Air Conditioned 


WITHOUT INTERRUPTING BUSINESS 


Skillful Installation of 
Carrier System Prevents Loss 
of Single Day's Activities 


arrie 


Air Conditioning) | 


‘O) NO “YOUNGSTER,” the Whitney National Bank Building in New 
Orleans was erected 27 years ago—in 1910. Two years ago the 
owners decided to install Carrier Air Conditioning, and, thanks to 
Carrier Technique,“ the complete job was done without incon- 
venience to the bank or its rental tenants. 


@ WHILE THE CITY SLEPT, ductwork to carry the conditioned air 
was put in place, covered with metal lathing preparatory to plas. 
tering. Each morning, the workmen were gone—and with them all 
traces of construction debris. 


Carrier Technique* solves every problem 


@ Time and again, records have proved that Carrier Air 
Conditioning more than pays for itself in the increased 
health and efficiency of personnel. The Northern Trust 
Co., Chicago, states that absence due to illness was re 
duced 50% —and that a saving of 6 minutes per employee 
per day paid the entire owning and operating cost. 
More than one bank, like the American National in 
New Orleans, has solved its rental problems by offering 
tenants the comfort of Carrier Air Conditioning. And, by 
installing Carrier Air Conditioning in restaurants, hotels, 
stores and residences, many a bank has turned “sour” 
investments into ones that are really profitable. 
Because of Carrier “technique,” — the knowledge 
gained through 35 years devoted exclusively to air con- 
ditioning, combined with experience in making installo- 
tions of every size and shape throughout 99 countries of 
the world—Carrier can solve your air conditioning prob- 
lems, quickly and efficiently. Mail the coupon today. 


(©) COMPLETED, the offices look like 
this—all ductwork concealed, with 
merely an attractive grill to indicate 
where the cool, clean, properly 
humidified air enters the room. More 
than 1,400 such outlets were used 
throughout the building. 


CARRIER CORPORATION, Desk 736 
850 Frelinghuysen Ave., Newark, N. J. 


Send me complete information on ° 
Carrier Air Conditioning for [ Banks; Centrifugal Compressors, provide 
Residences; [] Commercial property. the necessary refrigeration and 

. Central Dehumidifier. This equip 

ment was qlso installed without 
interference to daily business. 


@) MACHINES LIKE THIS —Carvier 
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1937 


Some Dates in August 


Eleventh Olympics open at Berlin. 

U. S. relinquishes control of Haiti. 

Postal savings banks established in New York, 
Chicago, St. Louis and Boston. 

Regulation on reporting commodity future 
trading effective. 

President von Hindenburg dies and Chancel- 
lor Hitler assumes dictatorial power in Ger- 
many. 

Germany. invades France; Russia invades 
Germany. 

State Department warns Americans to leave 
Spain. 

Senate Committee begins inquiry into rail- 
road financing. 

Robert P. Lamont resigns as Secretary of 
Commerce to accept presidency American Iron 
& Steel Institute. 

Beginning of Zenger trial, establishing freedom 
of press. 

C.1.0. unions with 1,000,000 members sus- 
pended from A.F. of L., effective September 5. 
Nine-power naval treaties ratified at Wash- 
ington. 

First cable message sent between U. S. and 
Europe. 

The First Independent Treasury Act was 
reenacted. 

Battle of Oriskany. 

W.W. Aldrich, chairman, Chase National 
Bank, resigns from National Business and Ad- 
visory Council. 

Germans enter Liege. 


Graf Zeppelin encircled globe with 20 pas- 

sengers. 

Founding of the Investment Bankers Asso- 

ciation. 

President Roosevelt nationalizes silver at 

50.01 cents per ounce. 

First train drawn by steam locomotive in U. S., 

Albany to Schenectady, New York. 

King Edward VIII takes month’s vacation on 

Continent with group of English and American 

friends. 

Peace protocol signed by Spain and U. S. 

No new taxes, no increase in present taxes 

necessary, says Secretary Morgenthau. 

The First Independent Treasury Act repealed. 

President Roosevelt signs Social Security Bill. 

Boxer insurrection in China; Peking captured 

by international forces. 

Eugene R. Black resigns as Governor, Federal 

Reserve Board, resuming governorship of At- 

lanta Reserve Bank. 

Panama Canal open to traffic. 

— and Germany accept Dawes Reparation 
an. 


1914 
1841 


1777 
1807 
1936 
1934 


1812 
1937 


1914 
1936 
1934 
1935 
1933 
1932 
1914 
1934 
1936 
1921 


1914 
1935 


1932 
1920 
1933 


1935 


1933 
1924 
1924 
1937 


1935 


1934 


Britain lands an expeditionary force in France. 
Tyler vetoed bill which was the last attempt to 
set up a national bank like the first two banks 
of the United States. 

Battle of Bennington. 

Fulton’s “Clermont” makes its first trip up 
the Hudson. 

Bank of France begins to function under the 
newly provided Council. 

German people approve consolidation of offices 
of president and chancellor, with Hitler as 
“Fuehrer”’. 

Constitution captures the Guerriere. 

Federal tax returns of amounts withheld at 
source of payments of interest on corporate 
obligations for July due today. 

Germans occupy Brussels. 

Five-year-old Chaco dispute settled by Bolivia 
and Paraguay. 

American Liberty League incorporated this 
day. 

President Roosevelt signs the Banking Bill of 
1935. 

Secretary Wallace begins program for killing 
5,000,000 hogs before October 1. 

Steel ingot production reaches low of 13% per 
cent of capacity for week ending this day. 
Japan declares war on Germany. 

U. S. and Cuba sign new trade treaty. 
William C. Bullitt named Ambassador to 
France, succeeding J. I. Straus, resigned. 

U. S.-Germany peace treaty signed at Berlin 
by representatives of respective governments. 
Austria declared war on Japan. 

President Roosevelt signs Public Utility 
Holding Company Bill. 

President Hoover calls conference of business 
committees to draft a recovery program. 
American women get right to vote under 19th 
Amendment. 

Raymond Moley, “brain truster”, resigns as 
Assistant Secretary of State to edit new maga- 
zine called Today. 

President Roosevelt signs Frazier-Lemke 
Farm Mortgage Moratorium, Railroad Pen- 
sion, and Rail Pension Tax Bills. 

Executive order by President permits newly 
mined gold to be sold in free gold markets. 
Prince of Wales begins his American tour. 
Dawes Reparations Plan signed at London. 
Federal tax return and payment of Old Age 
Benefit tax and excise taxes for July due today. 
Chairman of House Appropriations Commit- 
tee estimates that first session of 74th Con- 
gress appropriated more than 10 billion dollars. 
Lewis W. Douglas resigns as Director of 
Budget. Daniel W. Bell becomes acting Di- 
rector. 
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ITH so many new bonds now being offered bearing 
low coupons and with older non-callable issues selling 
at record high premiums, it is pertinent to examine 

carefully the relation between coupon rates and price fluctua- 

tions and also the respective merits of high and low coupon 
bonds from other viewpoints as well. 

The first point to bear in mind is that with the same 
change in yield, high coupon bonds will decline more in 
points but less on a percentage basis than low coupon issues. 
This is merely a matter of mathematics and can readily be 
verified by an example taken at random from a bond yield 
book. Table I on this page illustrates this point and also re- 
veals that there is really comparatively little difference be- 
tween high and low coupon bonds either in terms of points or 
on a percentage basis when yields are the same. 

It is also apparent from the figures at the bottom of Table 
I that the difference in price change is relatively. greater with 
longer maturities. However, the fluctuation of a 40-year 
6 per cent bond going from a 3.00 basis to a 4.00 basis is only 
2.3 per cent less than that of a 40-year 3 per cent bond doing 
the same thing, but this is obviously an extrerne comparison. 
Judging from these figures alone, it would seem that there is 
really little to choose between high and low coupon issues. 

Another mechanical factor relates to the fact that high 
coupon bonds almost always sell at higher yields than com- 
parable issues with low coupons. One reason is that they are 
subject to higher taxation. Also, trustees often lack power to 
amortize premiums in accounts entrusted to them and must 
therefore avoid high coupon bonds in the interest of remain- 
dermen. Many other investors do not buy high coupon issues 
because of the bother of amortizing premiuims and many be- 
cause they simply do not like to purchase them. 

The fact that this spread usually exists between yields of 
high and low coupon bonds lends even greater stability to the 
former, provided the size of this differential remains con- 
stant. The following figures show that if a 5 per cent bond 
sells on a 3.50 basis as compared with a 3.00 basis for a 3 per 
cent bond, the change in price is even slightly smaller per- 
centage-wise than is indicated in Table I: 


Points Per Cent 
Price Change Change 


10-year 3% bond—price to yield 3.00.... $100.00 

91.82 8.18 8.2 
10-year5% bond “ “ “ 3.50.... 112.56 

103.99 8.57 7.6 
40-year 3% bond “ “ “ 3.00.... 100.00 

40-year 5% bond “ “ “ 3.50.... 132.16 


Having examined these aspects of bond yield mathe- 
matics, it is next fitting to analyze other factors that may 
affect price movements. It is sometimes contended, for 
example, that low coupon issues get support in a declining 
market because of the psychology of investors who are at- 
tracted to buy high grade bonds selling at a discount. Others 
insist that a similar kind of buying takes place by investors 
attracted to high coupon bonds selling near par. It is also 
urged that, as high coupon bonds approach par, the large 
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Bond Price Time Tables 


group of investors who refuse to buy at high premiums be- 
come potential purchasers. Those on the other side of the 
argument say that high premium bonds will decline faster in 
a falling market simply because of the widespread prejudice 
that exists against them. Another consideration is that Fed- 
eral taxes absorb a larger percentage of the return received 
from investments when yields are low. This should tehd to 
create greater demand for low coupon issues at such a time. 

All these factors are very difficult to evaluate in relation 
to each other. Probably the best guide is to examine how 


TABLE I 


PRICE FLUCTUATIONS OF BONDS WITH DIFFERENT COUPON 
RATES AND DIFFERENT MATURITY DATES 


Priceto Priceto Points Per Cent 
Yield 3% Yield 4% Change Change 


10-year 3% bond.... $100.00 $ 91.82 8.18 8.2 
10-year 4% bond.... 108.58 100.00 8.58 7.9 
10-year 5% bond.... 117.17 108.18 8.99 Pe 
10-year 6% bond.... 125.75 116.36 9.40 7.5 
20-year 3% bond.... 100.00 86.32 13.68 13.7 
20-year 4% bond.... 114.96 100.00 14.96 13.1 
20-year 5% bond.... 129.92 113.68 16.24 12.3 
20-year 6% bond.... 144.87 127.36 17.51 12.1 
40-year 3% bond.... 100.00 80.13 19.87 19.9 
40-year 4% bond.... 123.20 100.00 23.20 18.8 
40-year 5% bond.... 146.41 119.87 26.54 18.1 
40-year 6% bond.... 169.61 139.74 29.87 17.6 
Average of 10-year 

8.78 7.8 
Average of 20-year 

15.60 12.8 
Average of 40-year 


Average of 20-year 

189.0 164.1 
Average of 40-year 

283.2 238.2 


Difference between price changes for 3% bonds and for 07 
bonds 
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By E. SHERMAN ADAMS 


bonds with different coupon rates have acted in the past. 

In order to do this, 40 non-callable highest grade bonds 
were selected for study, 20 with 4 per cent coupons, 20 with 
5 per cent and 6 per cent coupons. The average maturity date 
for each group was 1962. One group consisted of 13 rails, 4 
utilities and 3 industrial and Canadian Government issues; 
the other group included 13 rails, 5 utilities and 2 industrial 
and Canadian bonds. Care was taken to exclude obligations 
whose credit position was threatened during the depression. 

Asummary of the results of this study is given in Table IT. 
Computations have also been made to indicate the approxi- 
mate changes in yield during this period for 4 per cent and 
for 5 per cent bonds. The figures show that the average of the 
percentage price ranges of the 4 per cent bonds was 33.9 per 
cent as compared with 28.8 per cent for the issues with 5 per 
cent coupons. In other words, the percentage decline of the 
4’s was 15 per cent greater than the decline of the 5’s. 

Also, the spread between the yields for these two groups 
was smaller when prices were low, twice as great when prices 
were high. When prices were low, the higher tax to which 
the high coupon issues are subject absorbed the differential 
in yield almost entirely, but when prices were high and the 
spread between yields was greater, the net return on 5 per 
cent bonds was about 12 per cent higher than on 4’s even 
after deducting taxes. It should be remembered that al- 
though amortization charges cannot be deducted from tax- 
able income, the entire amount of a premium is deductible as 
aloss when a bond is redeemed, which amounts to almost the 
same thing in the long run. On the other hand, in the case of 
a bond bought at a discount, a tax on “ profits” must be paid 
at the time of redemption. Actually, therefore, tax laws 
favor high coupon issues. 

The results of this study are confirmed by tabulation of 
the yields at which the following bonds, with different coupon 
rates but with the same investment status, were selling at 
different times during the past seven years: 


Pennsylvania R. R. general 41%’s of 1965 and 5’s of 1968; Chicago, 
Burlington and Quincy R. R. first and ref. 41%’s of 1977 and 5’s of 
1971. 


Monongahela Southern R. R. first 5’s and 6’s of 1955, Pittsburgh 
Cincinnati Chicago & St. Louis Ry. consolidated 4’s of 1957 and 41%4’s 
of 1963. 


The average of the vields on the issues with the lower 
coupon rates and the higher coupon rates were as follows: 
10/21/30 9/20/32 6/12/34 3/2/37 


4.83 5.52 4.71 3.84 
4.50 5.44 4.28 3.47 


Bonds with higher coupons. .. . 
Bonds with lower coupons... . . 


Spread 0.08 0.43 0.37 


It seems fair to conclude that low coupon bonds will prove 
somewhat more vulnerable to changing interest rates than 
high coupon issues. If, for example, yields on 15-year high 
grade corporates should go from 3.25 to 4.00, a 3% per cent 
issue may decline 1 per cent more than a 4 per cent bond and 
2 or 3 per cent more than a 5 per cent bond. If yields on 30- 
year corporates rise from 3.50 to 4.25, a 31% per cent issue 
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may decline about 11% per cent more than a 4 per cent bond 
and 3 to 4 per cent more than a 5 per cent bond. 

However, it is apparent from Table I that the maturity 
date is a far more important element in price stability than 
the coupon rate. If long term interest rates should rise during 
the next few years, low coupon bonds maturing 15 years 
from now will prove a great deal more stable than high 
coupon issues with longer maturity dates. 

It also seems reasonable to conclude that at a time like 
the present, high coupon bonds provide a return which may 
range from 10 to 25 per cent higher than low coupon bonds. 


TABLE II 
PRICE FLUCTUATIONS OF 4% BONDS AND 5% BONDS, 1929-36 


(Results of a study of 40 highest grade non-callable cor porate 
bonds, 20 with 4 per cent coupons and 20 with 5 per cent 
coupons. Both groups had an average maturity of 1962 and 
both had almost identical diversification among railroad, utility 
and other securities.) 


4%, Bonds 5% Bonds 
Average of individual price ranges 
figured as percentage of high prices 33.9% 
Average of high and low prices 112.35 
74.80 


Points range between average high 
and low prices 

Range laetween high and low prices 
figured as percentage of highs. ... 


28.8% 
120.65 
86.20 


34.45 


33.4% 28.6% 


YIELDS 


(Yields for a 4 per cent bond and for a 5 per cent bond based 
upon the average high and low prices shown above, assuming a 
maturity date of 1962 and using 1932 for computing high yields 
and 1936 for the low yields. The column on the extreme right 
indicates approximate net return after deducting Federal taxes 


figured at 15 per cent.) 


A pprox. Yield 

Yield after Taxes 
$6.00 
5.77 


Price 
$ 86.20 


0.23 


Difference 
Difference as % of 
yield on the 4% 
4% 


Difference 
Difference as % of 
yield on the 4% 


| 
| 
| 
74.80 | 
0.08 
320269 
0.46 0.31 
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A Day in a Bank 


By HERBERT FLINT 


MORNING 


O you’d like to see what a day in a bank is like? Very 
well. But you must get up early and spend the day 
peeking over people’s shoulders. 7:45 a.m. Here we are 

—it’s no 9 to 3 job, you see. Here’s the messenger, sorting 
the morning mail he’s just lugged over from the post office. 
The bookkeepers will soon be calling for those bundles of 
checks from out-of-town banks and this stack of customer 
mail. That’s registered mail there—it must be checked, 
listed and receipted for when distributed. The boy over 
there is just out of high school, but he’s dependable. He 
handles a fortune every morning. 8:15 a.m. That stack of 
bags? Came out of the night depository—a night’s collec- 
tions from restaurants, movie houses, gas stations and drug 
stores. 8:18 a.m. Here comes the money truck. The vault’s 
open. Watch the tellers get bills and small change, receipt 
for them, lock their cages and prepare for the day’s work— 
no loafing for them until the bank opens. 8:25 a.m. That 
smiling fellow? The note teller. Business is better with him 
these days. He’s lining up notes due today and sending out 
notices of notes due ten days ahead. Even so, some people 
“will not get them.” 8:30 a.m. What’s all the noise? Why, 
everybody’s here and hard at work. 8:35 a.m. Let’sgit in on 
the morning meeting of officers in the president’s office. 
Hm .. . a letter from the banking authorities commenting 
on the last bank examination. Some exceptions taken to cer- 
tain loans; still harping on our accounting methods; but, in 
general, commendatory ...A letter from Hong Kong 
with a China Clipper stamp on it. Watch the stamp col- 
lectors among the officers match for it. A missionary wants 
$50 sent to a niece for Summer spending money... A 
complaint—a checking customer says some of his vouchers 
were missing and he got those of some one else. Summer va- 
cation schedule approved. Now everybody has his sailing 
orders for the day. Why does the executive vice-president 
stay behind? He and the president are going to go over the 
bond account—maybe order some of that new issue of 
Treasury notes with a sweeter rate. 8:55 a.m. Notice how 
the floor man doles out the deposit slips on check desks. 
You should see the bales of them that customers take away 
to use as scratch paper. 

9 A.M. Now the bank’s open. Here’s a “long count”’ com- 
ing up—that grocery clerk must have 50 small checks and a 
bushel of small change to deposit. Watch the floor man shift 
the next customers to an “express teller.” That next line of 
customers? Savings depositors. 9:19 a.m. The man talking 
to the head teller is all flustered. There was a counterfeit $20 
bill in his deposit. A teller caught it by its feel when he 
shuffled the bills. The customer’s getting a receipt for the 
bill and being told to expect a visit from the secret service. 
Yes, he must surrender the bill. 9:30 a.m. This is interesting. 
Those four messengers at that table are from the local clear- 
inghouse banks—swapping checks drawn on each other yes- 
terday. Maybe half a million dollars’ worth. They match 
totals, offset and settle by check. 10:30 a.m. Here’s the loan 
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and discount committee at work—the president, the execuy- 
tive vice-president and four directors. Those typewritten 
lists show names of borrowers, amounts, whether new loans 
or renewals with reductions, etc. Seventy-five loans for more 
than $200,000 this week to individuals alone. 


NOON 


12:00. No, that officer and that business man are not com- 
paring golf scores there at the check desk. Would you guess 
that a few words together, a nod and a slip of paper handed 
in at the note teller’s window mean that the customer had 
borrowed another $50,000? That’s how it’s often done if you 
have a $200,000 line of credit arranged and need part of it. 
12:45 p.m. That’s a broker’s messenger at the teller’s win- 
dow. Watch—neither speaks to the other. Unfriendly? No 
—an old story. The teller’s telephoning—the bookkeepers, 
probably. He puts down the phone, notes something in a 
book, puts a check in a machine, turns a crank, hands the 
check back. The messenger hurries out. A check has been 
certified. Somebody’s probably bought some securities next 
door. 2:15 p.m. That man at the collection window has just 
handed in a batch of July 1 coupons and a Chicago draft to 
be collected. He’s getting a draft on London. A world-wide 
banking system is working for him. 2:30 p.m. Watch this— 
that stranger wants a $100 check cashed. He’s well dressed, 
looks honest. He’s taking out his pocketbook and showing 
an officer his driving license. No—not enough identification. 
The bank has to know the check’s good. Now they’re looking 
at a telephone book—the stranger’s going to get some one 
known both to him and the bank to endorse his check. 


NIGHT 


3 P.M. Doors are locked, but there’s a side entrance where 
the floor man will stand by for a few minutes. Listen to this 
officer telephoning: “‘ Mr. Jones? This is the Blank Bank and 
Trust Company. Your note was due here today and we have 
not heard from you. What’s that? You forgot about it? 
You'll be in first thing tomorrow? Very well. You under- 
stand, of course, there will be a late charge of 50 cents.” 
He’ll be doing that for the next few minutes. Strange, how 
people forget when a note is due. “Protests” will now be in 
order. 3:30 p.m. You’re surprised to see the officers still dic- 
tating? Stick around until four-thirty and see those letters 
being signed. 4 p.m. The tellers have found their errors. 
There goes the last batch of work to the bookkeepers. The 
gang will get through early tonight. 4:/5 p.m. Where’s the 
President going with that brief case under his arm? To a 
directors’ meeting of a local charity which he serves without 
pay. 4:30 p.m. There goes an officer to help the vault cus- 
todian lock up—it won’t be long now. 4:45 p.m. Mail’s light 
tonight—the messenger’s tossing the bag out the side door. 
5 p.m. Well, time to clear out. Here come the cleaners. You 
enjoyed your day in a bank? Shucks—come in on the first 
or last of the month when we’re really busy. 
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A Small Bank’s Audit Safeguards 


By J. W. MILLER 


ANY of our so-called country banks are not large 
M enough to warrant the expense of maintaining a 
full-time auditor on their payroll. This should not 
prevent the management from setting up protective features 
wherever possible to guard against error, honest or otherwise. 
Often operating routine can be so arranged that it will cause 
an automatic check of one person against another. In other 
cases to obtain audit protection will mean additional work 
added to someone’s present duties. I will attempt to explain 
how some of these desired results can be attained. 


LOAN COLLATERAL 


MACHINE-NUMBERED triplicate collateral receipt forms 
should be used, one copy for the borrower, one to be retained 
by the loan department as their record and the third copy to 
go to some individual in the bank outside the loan depart- 
ment. The general bookkeeper in most banks can conven- 
iently be this third person. 

The collateral safe should be equipped with a duplicate 
lock or combination so that it is impossible for the loan 
department to disturb the collateral without the assistance 
and presence of this third person whom we will say is the 
general bookkeeper. To effect the release of collateral the 
loan department must present the customer’s copy properly 
receipted by him before the general bookkeeper will permit 
the withdrawal. Periodically the general bookkeeper should 
check with the loan department to see that all the unissued 
receipt forms as shown by his record are still in their pos- 
session. 


SECURITIES 


A CONVENIENT method of controlling the bank’s securi- 
ties is to place them under the joint custodianship of the 
investment man and the general bookkeeper. Here again the 
lock of the investment cabinet should be so arranged that 
neither person can enter without the assistance of the other. 
The general bookkeeper should reconcile all deposits and 
withdrawals of securities, with the entries going through the 
investment account. He should also check all purchases and 
sales invoices to make certain all entries are run through the 
books for the correct amount. 


CASH AND INDIVIDUAL LEDGERS 


A VERY simple but effective method of auditing cash is to 
have the tellers exchange cash with one another and make 
each teller responsible for the amount he receives. 

No ledger clerk should be permitted to remain on the 
same ledger for any length of time. The rotation of ledger 
clerks is an excellent protective feature. Periodically the 
trial balances of the ledgers should be run by individuals 
other than the ledger clerks. 


SAVINGS LEDGERS 


ONE means of proving the correctness of the majority of 
these accounts is to place a clerk selected from some other 
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department at the ledger trays during interest crediting 
periods. As the passbooks are presented for the purpose of 
having interest credited he should verify the balances shown 
on them with those on the bank’s ledger cards. 


CASHIER’S CHECKS; CERTIFICATES OF DEPOSIT 


THESE should be issued in duplicate, the carbon copy being 
retained by the bank to form its register. The teller issuing 
the instruments should not possess signing powers, this 
authority being assigned to some other individual. 

The procedure of issuance should be as follows: The teller 
fills in the instrument completely after which he hands both 
the original and carbon copy to the person authorized to 
sign. He signs the original and passes it back to the teller but 
retains the carbon copy. 

At the end of the day the general bookkeeper picks up the 
carbon copies and proves their total against the figures run 
through by the tellers. These copies are then filed and the 
file constitutes the bank’s only register. It is very important 
that the tellers issuing the instruments do not have access to 
this file. 

As the originals are paid the carbon copies are withdrawn 
by the general bookkeeper from the current file and attached 
to the originals which are then cancelled and filed. 


INCOME 


THE auditing of interest from securities is very simple. 
The general bookkeeper can set up a card record for each 
interest date on which coupons are due. This card should 
carry as many columns as there are likely to be interest 
rates. The total par value of the securities bearing the same 
interest date should be listed on the proper card in the 
various columns according to their coupon rates. These 
figures should be added to and deducted from as purchases 
and sales of securities are made. 

The control of interest received from loans is not so simple. 
However, a procedure which is very satisfactory is to desig- 
nate some person in the bank other than the loan teller to 
refigure the interest received on the notes the day after the 
transactions took place. He should prove the total of the 
notes and the interest collected to their respective accounts 
in the general ledger. 


EXPENSE 


INTEREST credited on savings accounts should be re- 
figured by someone other than the person or persons who did 
the original figuring, and he should follow the charge through 
to the “interest paid” account on the general ledger. Interest 
paid on certificates of deposit can be effectively proven by 
the person in charge of the certificate register at the time 
they are paid and cancelled. 

All charges covering operating expenses should carry the 
approval of two operating officers; or if only one officer is 
active they should be passed on by a senior clerk together 
with the officer. 
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EFORE the depression a world shortage of gold ap- 
B peared imminent. The Gold Delegation of the League 
of Nations predicted a severe decline in mine output. 
Today, only a few years later, there is in many countries a 
gold surplus problem and measures have been taken to 
sterilize the excess. In other countries, where gold reserves 
have either failed to increase or have actually declined, the 
currency is perforce being managed without reference to 
gold. In the public mind the idea has been spreading that, 
however valuable a national hoard of gold may be for certain 
emergency purposes, it is possible for a nation to get along, 
internally at least, without gold, or with a much smaller 
quantity than was formerly thought necessary. 

In 1936, the world production of gold was 79 per cent 
greater. than in 1929. It equalled 5.7 per cent of the enlarged 
monetary gold reserves of the world. Production was first 
stimulated by falling commodity prices and other costs, com- 
mencing even while the League was issuing its pessimistic 
forecast in 1930. During the years immediately following, 
output was greatly stimulated by the sharp rise in the price 
offered for gold for monetary purposes by various important 
governments, which of course constitute the chief market for 
gold. In 1931 the gold standard was suspended in England 
and the effective price of gold raised throughout the sterling 
area. This proved a bonanza to Empire gold producers. The 
United States took a similar inflationary step in 1933, and 
finally the gold bloc countries were forced reluctantly to 
follow suit in 1936. As a result, it is unofficially estimated, 
when weighted by population the average price of gold 
throughout the world is now some 85 per cent above the 
average price for 1929. This unheard of increase in the price 
obtainable for new gold has constituted a perfectly tremen- 
dous inducement to produce the metal. It is the equivalent 
of the discovery of vast new gold fields, for it not only in- 
spires the search for new ore beds, but makes marketable low 
grade ore previously passed over as waste material. More- 
over, since 1929 there has been a reduction in the cost of 
supplies used in gold mining, while wage rates have re- 
mained practically constant in South Africa. At the present 
price of gold, even if costs and commodity prices reach a 
level approximating that of 1926-29, the prevailing price of 
$35 per ounce will, in effect, be nearly 70 per cent higher than 
it was in those pre-depression years. 

The stimuli mentioned above have not reached their maxi- 
mum force. Far from it. In 1936 the world’s production of 
gold was 13% per cent larger than in 1935 and 80 per cent 
greater than the 1926-29 average. Every indication points to 
a further substantial rise during the next few years. 

Before the day of stabilization funds the saving Oriental 
provided an unconscious and unscientific buffer between 
the gold mines and monetary stocks of the Occident. Prior 
to the depression hundreds of millions of dollars worth of 
gold found their way into the hoards of the Orient. As a 
result of the depression, gold hoarding on a large scale spread 
throughout the Occident. While for the most part these 
Twentieth Century hoarders were primarily seeking a hedge 
against currency depreciation, to an important degree their 
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Gold’s Last Eight Years 


action contributed to bringing about the very development 
being hedged against. In no small measure hoarding tended 
to create a vested interest in devaluation of currencies, the 
abnormal demand placing a premium on gold. The increas. 
ing Occidental demand for gold encouraged heavy dehoard- 
ing of the metal in Asia. Particularly was this true in India, 
where the currency is pegged to the pound sterling and where 
the local price of gold naturally rose in keeping with the 
London price. During the past few years, however, the re- 
turn flow of gold from the Orient has been slackening. At 
the same time, the demand for hoarding purposes in Europe 
has been reversed, so that on net balance large amounts of 
gold have been sold from safety deposit boxes in London and 
on the Continent. Especially has this been true in 1937. 

Indicative of the altered position of gold abroad, is the 
attitude of the central banks of Finland, Sweden and Nor- 
way. All three hold only part of their gold as metallic reserve, 
the remainder being regarded as secondary cover, and in 
Norway it is specifically labelled as “funds placed tempora- 
rily in gold.” 


GOLD’S ADVENTURES HERE 


IN the United States, gold centrally held has practically 
doubled since 1932 in terms of weight; and in terms of value, 
of course, it has more than doubled. The Bank of France, 
second largest goldholding entity, after increasing its re- 
serves during the early part of the depression and maintain- 
ing its swollen holdings until 1935, in the early part of that 
year commenced to lose the metal. 

Although the United States holds half of the reported 
centralized gold reserves of the world, the metal still keeps 
coming here. Since the formal stabilization of the dollar in 
1934, over $5,500,000,000 in gold have been added to our 
monetary stocks. Since our stabilization fund, set up in 1934, 
was of gold to begin with, it could not sponge up the inflow, 
which went into excess reserves. To prevent this inflow from 
further increasing the inflationary base, the Federal Reserve 
System recently has twice raised reserve requirements, until 
they are now double what they were last Summer. In addi- 
tion, the Treasury in December commenced to sterilize all 
new accretions of gold, a process which has since occasioned 
an increase in the public debt at the rate of over $2,000,- 
000,000 per annum. It is unreasonable to expect the United 
States to continue to absorb the world’s surplus gold at this 
rate indefinitely, particularly since we have far more of the 
revalued metal than we can safely use for domestic purposes 
during many years to come. Incidentally, “sterilization” is 
designed to avoid possible inflationary effects of the gold. 
Hence, by keeping prices from rising it actually shelters the 
gold mining industry. 

What with revaluation, sterilization and the like, gold is 
no longer relied upon as a means of regulating prices and 
credit. Its chief remaining utility is as a settler of interna- 
tional balances. When sterilized by equalization funds or 
treasuries, gold obviously does not enter the base of the 
credit pyramid. Even when not sterilized, the relationship 
of excess gold accretions to prices is not necessarily anything 
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By HERBERT M. BRATTER 


more than potential. However, for the United States to per- 
mit a basis of even potential expansion to accumulate may 
be to court grave danger. The demand for credit is not easily 
controlled, and may take advantage of superabundant re- 
serves in such manner as to produce a too rapid rise in prices. 

In Washington there are some who profess to see nothing 
alarming in the heavy inflow of gold from abroad. Instead of 
sterilizing gold at the cost of increasing the public debt, they 
evidently feel that the inflow should again be diverted to the 
banks, and the reserve requirements raised again by Con- 
gress when necessary. The objection to this course, however, 
is that it would tend to penalize members of the Federal Re- 
serve System and drive them out of it. Already member 
banks in central reserve cities have to keep a reserve of 26 per 
cent against demand deposits. In England, on the other 
hand, banks need keep only a 10 per cent reserve with the 
Bank of England. Some think that the British Empire— 
which has so large a stake in the gold mining industry and 
which is therefore unwilling as yet to limit mine production 
—should absorb more of the world’s present output; i.e., 
that the reserve requirements of Empire central banks 
should be raised.'! The fact seems to be that the Dominions, 
at least, are satisfied with their present gold holdings and are 
reverting to the pre-depression system of building up large 
sterling balances. This practice necessitates larger British 
gold holdings than would otherwise be required, since Lon- 
don must be ready to meet a sudden drain of capital. 

It should be realized that under prevailing conditions the 
British authorities could have absorbed more gold than they 
have during recent years, merely by bidding for it. This 
would, of course, have thrown on the British the burden of 
receiving the inflow, a burden which one can readily imagine 
they have been content to avoid. Eventually, Washington 
hopes, foreign. central banks may prove a more active factor 
on the demand side of the market, outhidding us. But, until 
they do, the world’s increasing gold production is likely to 
find its way to the United States. We have the choice of 
burying it in Kentucky, lending it abroad or giving it away 
to China in exchange for unsaleable silver. 

The gold which is mined is not clear profit to the producers. 
For the greatest part, it is merely a commodity which must 
be sold to meet operating expenses and taxes. Naturally, it 
finds its way to the country whose exchange rates offer the 
largest return. Eventually, gold production will diminish, 
with the exhaustion of ore reserves. But that development 
isa long way off. In the years immediately ahead, an increase 
In production is indicated. Should the flight of European 
capital to this country somehow be reversed, the dollar 
would tend to be cheaper and our gold price would tend to 
be less attractive to foreign sellers. But, barring such a 
reverse flow of “hot money”, a continued gold inflow is 
indicated. 

_Another factor to be considered is the commodity price 
situation. The United States is resisting a rise in the price 
level and attempting to balance the budget. However, it is 


'Th | ing of i y i of Bi f England b 
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felt that in England and France, armament activity will 
have an inflationary effect impossible to be resisted effec- 
tively. Therefore, should the American effort be successful, 
the value of the dollar relative to the franc and the pound 
would continue strong over the next few years, thus serving 
to stimulate the flow of gold to this country.! 

For the present, at least, the United States and Great 
Britain, rich in monetary gold, appear to be paying too 
much for the metal, since they are both obliged to sterilize 
it. If the price of gold were lowered, gold mining activity 
would be slowed down. This step is being avoided, however, 
because of the fear that the public would regard it as de- 
flationary, and act accordingly. To get the foreign gold pro- 
ducing countries to agree to voluntary production control, 
or to tax gold production more heavily, is very difficult to do. 


A PROPOSED TAX REMEDY 


IN keeping with the effort to tighten the tax laws it was pro- 
posed by the Administration to increase the withholding tax 
on non-resident aliens. The adoption of this proposal might 
have a slight deterring effect on the hot money inflow, but 
it would hardly be sufficient for our needs. Alternatively, the 
United States might build up a more adverse balance of 
trade, as by materially lowering import duties or levying 
export duties on merchandise, and thus import goods instead 
of gold, yet the political difficulties of such a course are 
apparent. About the only amelioratory measure is to get the 
British to absorb more gold, and apparently this is being 
tried.2 The one course that is being avoided here at all costs 
is to permit the new gold a free hand to work itself out in a 
higher commodity price structure; i.e., price inflation. 

The general idea of exchange stabilization funds to offset 
temporary abnormal movements of capital was suggested 
by the Macmillan Committee in 1931 and was first adopted 
by the United Kingdom early in 1932. Since then, similar 
funds have been set up in various countries. Some have not 
been actively employed, being more in the nature of a special 
account on the hooks. The Belgian fund created out of the 
profits of devaluation existed only one year and has been 
completely wound up. 

While the stabilization fund idea was adopted to meet ab- 
normal conditions, it would be a mistake to regard existing 
funds as temporary in nature. Unless the present abnormal 
capital movements abate and international exchange as- 
sumes a natural stability at present not indicated, the power- 
ful funds of the United Kingdom and this country are due 
to remain in existence and to be actively employed, for 
external as well as internal purposes. 

The old gold standard with its automatic effects on money 
rates and credit structures was a victim of the depression. 
It is unlikely to return. Succeeded at first by a chaotic con- 
dition characterized by uncertainty, suspicion and ill feeling, 
it has now been replaced by an unavoidable “truce” under 
which the leading monetary powers are collaborating in- 
dividually, one with the other, in a flexible monetary system. 
The truce is in a sense an armed one, the “armament” being 
chiefly of a defensive nature. It consists of shock-absorbing, 
secretly-operated stabilization funds and “24-hour’”’ policies. 


1 Cf. Economist (London) March 23, 1937, p. 6. 

2 Even in London the British Government has been criticized for not taking up 
all the gold offered at a time when the pound was buoyant in the foreign exchange 
market. (See London Financial News, April 7 and 8, 1937.) At times of large gold 
offerings the British fund has remained out of the market (Economist, London, 
April 3, 1937, pp. 512-3). 


Next month, in BANKING’S Pictures, will appear a number 
of charts on gold, based on data from the author of this article. 
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Modern Indoor Weather 


By KENNETH MURCHISON 


AT is so rare as a day in June? Answer: A day in an 
air-conditioned office! For air-conditioning, when 
you come right down to it, is nothing more or less 

than a reproduction of a lovely day in the country, tempera- 
ture just right, breeze just right, humidity just right. Nature 
supplies all these to us free. But when we come to imitate the 
old Dame, it costs us considerable, not only for instalation 
but for maintenance. However, it is decreasing. 

Washing the air is Nature’s method of air-conditioning. 
Likewise it is the air-engineers’ method, that and other 
things, namely: a slight movement of air at a proper tem- 
perature, with just a comfortable amount of moisture in it. 
That’s all it is, but it’s something after all and it has taken 
years for the engineers to bring it up to its present state of 
efficiency—and probably it’s nowhere near up to where it’s 
going to end. 

Air-conditioning is the science of treating the air so as to 
provide us with a healthy and comfortable envelope in 
which we may live and work. Work comes first, and there- 
fore air-conditioning was first developed to improve working 
conditions in manufacturing plants, business offices and the 
like. Then it spread to theaters, restaurants, department 
stores and other structures. Now it is advertised in modestly- 
priced dwelling houses, although these latter installations 
are hardly what one might call true air-conditioning systems. 
In many cases they tack on a blower or fan to a hot-air heat- 
ing system, move the air around a bit, and call it a day! 

Let us see what happens in an air-conditioning plant. In 
the first place, Winter air-conditioning, in most sections of 
the country, is of major importance, because it is in opera- 
tion more than six months out of the year. It is not a form of 
heating. Nor is it merely a question of adding or subtracting 
moisture. Proper air-conditioning must also include cleans- 
ing of the air and enough circulation to produce a gentle 
movement, but not enough to induce drafts, a sure way of 
catching cold. 

So we have the four functions of air to be controlled— 
(1) Purity, (2) Circulation, (3) Temperature, (4) Humidity. 

Of the four functions of the air we are proposing to make 
comfortable, the first question is that of Purity. Naturally, in 
our cities, there is an appalling amount of dirt in the air. 
Dirt, dust, pollen, germs, smoke, soot, gases and other im- 
purities are there in such quantities as to form a veritable 
pall over our heads. Then, when a rainstorm happens, down 
comes the dirt and we breathe it. And, of course, our win- 
dows were washed the day before! After the rain they are 
beautifully speckled with spots and streaks, and nothing can 
prevent it. 

So the air has to be washed. But how? The outside air, dirty 
as can be, is thoroughly washed, first by a coarse rain-spray 
and then by a fine mist spray for humidifying it. 

Now for Number 2, Circulation. To be comfortable, we 
must have a movement of air. Not much, not enough really 
to feel it, but a little nevertheless. The oxygen we breathe 
must be renewed every so often. The heated air at the ceiling 
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must be mingled with the cooler air at the floor level. Then 
it must all go out, to be replaced by pure air from the condi- 
tioning unit every so often. A damper controls the intake; 
the fan regulates the amount of washed air circulated through 
the building and finally blown out where it came from. 

Now, Number 3, Temperature. Heating the air in build- 
ings is as old as the hills. Cooling the air is something new. 
Even circulation of air will produce a more comfortable feel- 
ing in the good old Summer time. For cooling systems in 
large spaces, such as theaters, department stores and the 
like, they figure that for every 20 persons, the equivalent of 
one ton of ice is consumed. This, naturally, is manufactured 
cooling made by a refrigeration process. 

It is the cooling of the air that has made for the greatest 
publicity in air-conditioning. Air-conditioning is more than 
air-cooling, but the average man in the street doesn’t know 
it. Many plants, unfortunately, are run at too low a tem- 
perature in Summer. Haven’t you come out of a movie 
palace some summer evening and felt suffocated when you 
hit the street? There ought not to be more than ten degrees 
difference in temperature between the interior of a building 
and the air of the street. 

But that makes a lot of difference, those ten degrees—all 
the difference between comfort and discomfort. It is easily 
regulated, by means of thermostats, little gadgets controlling 
the temperature, and in use long before modern air-condi- 
tioning came into vogue. 


IT’S NOT THE HEAT... 


NOW we arrive at the last qualification of air-comfort: 
Number 4, Humidity. Air-conditioning will cure that Winter 
dryness engendered by a steam-heating system. 

In Summer the air is full of moisture. At night, when the 
dew falls, it is because the temperature has fallen to such a 
point that the air will no longer hold its moisture. Therefore, 
it lets go this moisture and the result is dew. This is called 
“dehumidification” and it’s exactly what an air-condition- 
ing plant is designed to do. Dehumidifying the air in Summer 
makes for comfort. The air-conditioning plant removes this 
excess moisture and gives us a proper temperature, say 68 to 
70 degrees, with a humidity rating of about 45 per cent, re- 
sulting in peace and happiness. 

Humidifying the heated air in Winter is of equal impor- 
tance. We bring outside air into our house and heat it up to 
70°. The amount of moisture stays the same, but the relative 
humidity decreases. It becomes inadequate. Our throats get 
dry, the furniture begins to crack, the air tries to get mois- 
ture from everything it touches. 

How much does it cost? That is a matter of estimating the 
size plant you require. But costs are coming down, as the scl- 
ence of air-conditioning becomes more exact. A perfectly 
workable and satisfactory system can do its job in an eight- 
room house for an installation cost of about seven hundred 
dollars. This does not include the heating boiler but does 
cover the cost of installing the necessary metal ducts. 
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A Country Banker’s Overtime 


By C. M. HARGER 


URING the 1920’s there was a distinct forward move- 
D ment by banks in the agricultural sections toward de- 

veloping farm economics. To a large extent these efforts 
were limited to individual banks, each following a course that 
seemed practical. Sometimes it took the form of prizes 
for livestock, displays of farm products, importation of 
breeding stock and various methods of reaching the customer 
and building up sound financial methods for him. 

Then in the early ’30s so many pressing problems arose 
that neither funds nor time permitted much activity outside 
banks themselves. As agriculture has regained some of its lost 
ground, forward looking bankers realize that if permanent 
recovery is to return the producer must develop his business 
on intelligent lines and that the bank can aid in many ways 
to accomplish this. Hence has come a revival of the former 
efforts—not so general as in the earlier years but growing in 
interest. 

The leadership in this movement today centers in banker 
groups rather than in individual undertakings, though many 
banks are conducting campaigns of their own. These groups 
are not necessarily the organized associations but frequently 
are formed by institutions of a section having like problems, 
thus reducing the expense and accomplishing benefits over a 
wider territory. An added advantage is that the group can 
afford to employ a capable manager and give the work a 
definite and practical course, which is usually impossible for 
the individual bank because of the expense. By cooperation 
a whole-time expert can be obtained, or at least some one 
who will give the task sustained effort. 


THE METHOD IN ONE STATE 


IN Kansas, which has had a particularly difficult experi- 
ence with drought and dust storms, the group method has 
proved successful. This is under the cooperative extension 
work of the state college and is designated as farm bureau 
and farm management association activity. In these associa- 
tions are grouped several counties—three to seven—with 
bankers as officers. Supervision is under men competent to 
instruct as to keeping farm accounts and advise as to mar- 
keting. Accounting is stressed. 

Of course, accounting practice is only a start. The group 
effort is not only to get accurate reports but to point out 
methods by which greater income may be had. In these days 
of Federal benefit checks, the procedure becomes more com- 
plicated. The farmer must not only live up to his contract 
with the Government—or else get no check—but must follow 
the ways of good farming. This double duty does not neces- 
sarily hamper his policy but it does somewhat limit the rules 
to be laid down by a bank for his advantage. So long as the 
farmer is to receive payment for planting or not planting, 
he will be somewhat confused as to the profitable course. 
Too often he is content to follow blindly the Government’s 
dictum and trust to luck to receive the benefit checks as a 
reward, feeling that Uncle Sam will take care of him what- 
ever the outcome of crops or weather. 
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The program of the group method is designed to interest 
key farmers in each community. Each bank selects from its 
customers six typical producers with whom the specialist 
agrees to meet regularly each quarter, two of the meetings 
to be with the bankers on the farms of the cooperatives. Two 
visits will be with the farmers at the bank, either individually 
or the entire group being present. The members selected 
promise to keep complete records, with which they will be 
assisted if necessary. But the valuable part of the program 
is in the discussion of farm problems and the outlook for the 
crop-raiser. As records are obtained from the members and 
from other farms of the state on which similar data have been 
kept, the member, in a free conference with the banker, the 
specialist and his fellow members, can obtain helpful infor- 
mation as to crop rotation, marketing and other phases of 
his business. 


SEASONAL PROGRAMS 


THESE general meetings are scheduled as follows: one for 
January to explain the methods to be followed in keeping 
accounts; one in April at the beginning of the growing season 
to discuss especially marketing; one in August with similar 
objectives; one early in December calling in the record books 
for analysis at the state college and completing the marketing 
program for the year. As soon as possible after the close of the 
year the books are returned to the farmers and bankers with 
the summarization and analysis of the records. 

Individual banks throughout the farm area are mostly re- 
viving their efforts by trying to reach the younger genera- 
tion, largely because this only calls for furnishing funds and 
letting the youths’ organization work out the details. For 
instance, one bank cooperates with the 4-H work by giving a 
banquet at the close of the club year. More than 250 persons 
were entertained this year and speakers of ability were pro- 
vided. A county association gives a 4-H fair in August at 
which the club members enter their projects. The association 
provides $250 in cash and the club members conduct the 
show. Another association has yearly an “achievement ban- 
quet” for the 4-H members of the county. 

Somewhat unusual is the back-to-the-country effort of an- 
other county bankers association, seeking to reach the town 
boys and girls of its section. Under the bankers’ guidance 
places are found on farms for deserving town boys so that 
they may have the privileges of country boys in 4-H work. 
A tentative investigation is being made toward renting a 
tract on which town young folks may have plots of ground 
for various projects to be conducted under the guidance of a 
vocational teacher paid by the bankers. 

Beginning with group movements, the rural banks seem 
to have made a good start. Such individual efforts as have 
been put forth—and in a greater or less degree they are 
many—are designed especially to educate the next genera- 
tion. After all that is the finest service the rural bank can 
render, for upon the farmer youth of today depends its 
prosperity in the future. 
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PECIAL implements have been and are being developed 
S and adapted by various authorities and by manufactur- 
ers in the working out of soil conserving practices. In 
the construction of terraces, for example, a few of the tools 
used are graders, elevator graders, hillgraders, plows of 
various kinds, drags, scrapers, etc. Large 8-, 9-, and 10-foot 
blade terracers pulled by tractors up to 40 h.p. and more 
have been quite widely used, particularly for larger opera- 
tions where the investment has been justified. 

It is recorded that George Washington, Thomas Jefferson 
and other early American landowners recognized to an ex- 
tent the dangers inherent in soil erosion, and, in some cases, 
seem to have practiced forms of conservation. It is true that 
in certain sections, people utilized varied means of protec- 
tion, but they were in the minority. Farming in early days 
was largely an individualized enterprise; those interested in 
taking conservation steps appear to have done so largely on 
their own initiative; effective group action was lacking. 
Some voluntary societies seem to have been formed, but it 
was not until later that colleges were established for the 
scientific study of agricultural problems. 

Since about the turn of the century, study of erosion 
problems has been pursued by the Department of Agricul- 
ture and by state agricultural experiment stations. Now the 
Government, particularly through its Soil Conservation 
service, has gathered together the work of various agencies, 
and coordinated it for use in different sections of the coun- 
try. A few of the approved soil conservation practices for 
farmland are cover-cropping, contour farming, proper crop 
rotation, strip-cropping, terracing, contour furrowing of 
pastures, gully control, reforestation, etc. Depending upon 
local and individual farm conditions, combinations of these 
and other practices are recommended for the preservation of 
the soil or rebuilding of fertility. 


AN OLD PRACTICE 


FORMS of terracing are said to have been practiced in the 
Philippine Islands for a thousand years. The advantages of 
this practice were recognized to an extent by some planters 
of early 19th century Virginia, but pioneer American ter- 
races appear often to have been mere “hillside ditches”’. 
Modern terrace design seems to have had its origin in the 
broad base type devised before 1890 by Priestly Mangum, a 
North Carolina farmer. In the early 1920’s, another broad 
base type of terrace was developed by M. L. Nichols, then 
head of the Department of Agricultural Engineering at 
Alabama Polytechnic Institute, now associated with the Soil 
Conservation Service. Proper terracing is one of the prac- 
tices recommended by experts; but the planning and build- 
ing of correct terraces—like other phases of conservation— 
involves many considerations which require the advice or 
supervision of accredited authorities on the subject. 
Closely associated with terraced land farming are the 
practices of contour tillage and strip-cropping. To cultivate 
on the contour means simply to farm around the slope in- 
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Conserving Good Earth 


By GORDON A. MacLEAN 


stead of up and down across it; contour tillage establishes 
“checks” which help to slow up water runoff and to keep soil 
where it belongs. One example of strip-cropping is that where 
strips of close-growing vegetation are sandwiched in between 
strips of clean cultivated crops. When properly planned, strip- 
cropping is usually practiced on the contour; strips of close- 
growing vegetation help to retain moisture and check 
erosion. Contour tillage, strip-cropping and terracing are 
methods which frequently are used together. 

According to one Wisconsin farmer who had received the 
assistance of Soil Conservation experts in the planning of his 
land, farming on terraces was easier than the practices 
formerly pursued. With tractors and horses hauling around 
the slopes instead of up and down across them, he indicated 
that the pull was more uniform. During an interview con- 
ducted last year by an implement manufacturer, this farmer 
claimed he could accomplish more in a day’s work after ero- 
sion control methods had been installed. He apparently could 
make hay over ground which formerly had had gullies “deep 
enough to hide a horse.” The interviewer noted that the 
farmer’s hayrack and hayloader appeared to experience no 
trouble in gathering up hay windrowed in terrace channels. 


HELPFUL MACHINERY 


INTERESTING developments in the line of farm machinery 
are the light-weight, economical, rubber-tired, one-man- 
operated harvesters which, in addition to gathering the crops 
which farmers ordinarily have grown, harvest at relatively 
low cost the seeds of a large number of the legumes and 
grasses which are classified as soil-conserving or soil-building. 
Among the seed crops harvested are cowpeas, Austrian field 
peas and soybeans, as well as lespedeza, alfalfa, clover, 
canary grass, hairy vetch, etc. 

It is claimed by the manufacturers that, with machines 
such as these, farmers are able to carry out the crop rotations 
best adapted to their farms and conditions and make profits, 
while improving their soil. Larger types of harvesting equip- 
ment are of course equipped to gather a variety of crops. 
The science of balanced crop rotation is an important phase 
of soil improvement which has been carefully worked out by 
authorities for every section of the country; striking a proper 
balance between soil-depleting and soil-conserving crops 
is a part of a comprehensive plan of the Department of 
Agriculture. 

As a group whose very existence depends upon the pros- 
perity of rural populations, bankers are vitally interested in 
doing their part to insure the continued fertility of the na- 
tion’s farmlands. They are, therefore, following closely the 
spread of soil and moisture conservation practices being 
launched in various sections by the Government through its 
Soil Conservation Service and other agencies, by extension 
departments and agricultural experiment stations, by the 
American Bankers Association through its Agricultural 
Commission, and by groups of farmers working along 
planned lines. 
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Too Many World Trade Cooks 


By W. F. GEPHART 


ERE has never been a time in the history of civiliza- 
tion when there has been such a centralized control in 
government of trade and business in so many nations in 

the world. This condition is in fact almost world-wide. Free 
speech and a free press prevail only in a comparatively 
few countries. Then, too, in an earlier day, such as those of 
the early empires and the middle ages, this governmental 
control over trade was exercised over a comparatively small 
area and international trade itself was of small proportion 
and significance as compared to the present. Industrial 
organization was comparatively simple and however cen- 
tralized the control of trade and industry, it was confined to 
a comparatively small area. With the industrial develop- 
ment during the past 200 years and the technological prog- 
ress there has been created, so to speak, an international 
trade mechanism that is very delicate and, therefore, has 
been greatly impaired in its operation by the present day 
national controls of exports and imports. 

But however great the spirit of nationalism and self-suffi- 
ciency is this can be only a temporary condition. Interna- 
tional trade is a basic human necessity and unless civilization 
is to go completely bankrupt, the channels of international 
trade will, in due time, have removed from them numerous 
obstacles to the freer flow of international goods. Self-suffi- 
ciency for any nation is an absurdity. As the people of the 
world come to their senses they will insist upon the removal 
of these barriers, erected very largely as a result of political 
and not economic considerations. Dictators, semi-dictators, 
and even rulers of democracies must in the end rule by the 
consent of their people and when their people realize more 
clearly that the general well-being is not served by all 
these restrictions on international trade, the hypnotic spell 
wi'l have been broken and goods will again flow in greater 
volume to the benefit of all the people of the world. 


ECONOMIC ILLITERACY 


NEVERTHELESS, the most disturbing aspect of the present 
situation in all the world, including the United States, is the 
mesmeric spell that seems to have been cast by dictators 
and semi-dictators over their people. Democracy is in 
eclipse. The peoples of all nations, struggling under the war 
and the post-war problems and the complications of modern 
technological advance, appear to have lost all faith in their 
own ability to solve their problems and seemingly are quite 
content to trust their solution to dictators and centralized 
administrators in representative governments. And these 
dictators and administrators whether in the authoritarian 
states, such as Germany, Italy, and Russia, or in democra- 
cies, play upon the economic illiteracy of the citizens and 
delude their subjects into believing that they have the magic 
recipe to cure every social and economic ill and secure for 


: the abundant life with much leisure, little work, and no 
thrift. 


In our own country technological advance has been so 
rapid that we will increasingly need foreign markets to ab- 
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sorb our surpluses, especially of manufactured goods, but we 
are also greatly interested in an export market for séme of 
our raw products, such as cotton. However successful the 
present effort may be to raise the standard of living of our 
own people and, therefore, increase the domestic market for 
our goods, the fact remains that hundreds of millions of 
people in other lands have a so much lower standard of living 
that they offer and will offer increasingly a greater potential 
market for many of our products if we are willing to buy. 


BARTER 


AS our own standard of living increases we will need to buy 
more and more products from abroad and, therefore, the 
potential buyers of our exports will have the wherewithal to 
buy them through their sales to us. International trade 
essentially has always been and always will be barter, not 
necessarily bi-lateral barter but more often multi-lateral. 
With our enormous stock of gold and the present unwilling- 
ness to make capital investments abroad the most important 
question to ask ourselves in connection with our export 
trade is: “‘ What are we willing to buy?” 

There is the promise of a better day dawning in interna- 
tional trade and through Secretary Hull and our Department 
of State much is being done to hasten it. But we shall have 
to do much more. We complain about the quotas and re- 
strictions of other countries, but curiously enough, many of 
us do not realize that our tariff accomplishes largely the 
same purpose. More and more we will need intelligent tariff 
legislation and administration of a kind of which we are now 
having a sample through our Department of State and 
Department of Commerce. 


THE TARIFF QUESTION 


BUT the great practical difficulty in deciding upon an in- 
telligent commercial policy in the United States arises pri- 
marily from the fact that the country is so large in area and so 
diverse in its industrial life and natural resources. Scarcely 
a modification of a tariff policy in even minor respects can 
be suggested without arousing opposition from some section 
of this vast country. Tariff legislation in the United States 
has always been a compromise and in many cases a very 
poor one when viewed from the general welfare of the people 
of the country as a whole. 

Congress and the departments of government are con- 
tinually subjected to pressure from various industrial groups 
when any new tariff or commercial treaty matters are 
suggested. 

The future progress of our foreign trade depends upon 
arriving at some general agreement with the other leading 
international trading nations regarding: (a) monetary poli- 
cies; (b) reduction of trade barriers, including our own 
increased willingness to import; (c) freer capital movement; 
(d) redistribution of the gold supply or its use in some 
manner as to afford a stable monetary system for inter- 
national trade. 
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Mr. Sprig Finds a Difference 


By P. C. RICARDO 


Foreign bank house organs often print short stories by employees 
with good effect. BANKING went far for this example by P. C. 
Ricardo in the Midland Venture, Cape Town, South Africa 


R. SPRIG was unhappy. 
How often, in moments of unusual depression, he 


had foreseen this very predicament in which he now 
found himself, and with what relief had he become conscious 
at the end of each day of a temporary respite. 

As he proceeded methodically to check over his work, 
someone rattled the handle of the outer door. 

“There you are Mr. Sprig—someone has brought your five 
bob back,” said young Grudge by way of encouragement, 
as he went to the door. 

“Tt might be,” replied Mr. Sprig, wistfully, “but it is 
more likely to be the Manager.” 

“Not yet. The game won’t be over until four o’clock.” 

In parenthesis, it may be explained that the cashier and 
the junior clerk held divergent opinions as to the reason for 
the Manager’s absence on this Autumn afternoon. They 
both agreed that he had gone to the market town near by, 
whilst Mr. Sprig held that there was a certain property to be 
inspected, Mr. Grudge declared that a superior attraction 
was offered by a much advertised Rugby game. 

“Tt’s Mrs. Bean, Mr. Sprig. Wants to know if she can come 
in and get on with the cleaning.” 

Mrs. Bean herself appeared at the counter. 

“T’m sure I don’t want to be in your way, Mr. Sprig, sir, 
not if you’re working late.” 

“Oh no,” replied the cashier with a gallant assumption of 
cheerfulness. “‘ You carry on, Mrs. Bean, we are not likely to 
be here much longer. I—er—hope.” 

Presently, amidst the clatter of broom and pail, Mr. Sprig 
sat at his desk trying bravely to “reconstruct the crime”. 
That is to say, he endeavored to visualize each transaction 
of the day, aided by the small pile of vouchers concerned. 
It was remarkable how often trouble seemed to occur on a 
comparatively slack day. One by one he eliminated the 
doubtful customers, until he was left with only two suspects. 

Mrs. Grimsby Dither was one of these. “‘ What a woman!” 
was Mr. Sprig’s reflection. 

At first she had asked for five one-pound notes. 

Wasn’t it warm for the time of the year? 

Then she thought two ten-shilling notes would be useful. 

Had Mr. Sprig noticed how often these unseasonable days 
fell on a Thursday? 

Later, she found herself short of small change. 

Could she have some really small silver? Ten shillings’ 
worth would do nicely. Had the new threepenny pieces been 
issued yet? Such a brilliant notion to make larger coins. 
What did Mr. Sprig suppose the Scots would say about them? 
Of course coins with holes in them were no novelty, really. 
Her father, the Colonel, brought home some Chinese cash 
in ’89 (or was it ’98?), strung on a wire like beads. 

There now, how could she have been so forgetful. It was 
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her nephew’s birthday. Might she trouble Mr. Sprig for just 
two half-crowns—unless, of course, he had one of those lovely 
new jubilee crowns. No? Oh, well, the half-crowns must do. 

After lunch he had attended to Sergeant Swill, an old 
soldier—in many respects a very old soldier. He was in 
charge of a canteen used by territorials. Today, as usual, 
he had brought in a linen bag bulging with the proceeds of 
some very doubtful games of chance, promoted, apparently, 
entirely for his benefit. 

“Ere we are again, sir, an’ might I trouble a smart gent 
like you to see ’ow much we’ve got in the kitty this week? 

“Never ’ad no ’ead for figgers, Mr. Sprig, sir, else I might 
’ave been a general by now, instead of working a bloomin’ 
beer ’andle down at the drill ’all!” 

When asked how much he thought was in the bag, the 
sergeant had a “rough” idea that it was so much. 

Mr. Sprig shook his head, and wondered which of these 
two customers could be responsible. He sat and nibbled his 
pen holder, watched on the one side by young Grudge, and 
on the other, at a respectful distance, by the cleaner. 

Mrs. Bean had a high regard for Mr. Sprig, and, sensing 
the gloom which enveloped the young man who reminded 
her of her Albert, she took it upon herself to brighten things 
up a bit. 

Humming what might have been a gay tune of the 
’Nineties, she bustled about, and began vigorously to dust 
and polish from one end of the counter to the other. Now, 
Mr. Sprig had arranged, more or less artistically, a small dis- 
play of home safes behind one of the blotters, and Mrs. 
Bean, who was a very quick worker, sent the topmost safe 
skating along the polished wood. It fell with a clatter to the 
floor, and rolled behind the waste paper basket. 

“Oh dear, Mr. Sprig, I ’aven’t done no ’arm to your little 
tin box, ’ave I?” 

Mr. Sprig hitched up his trousers, and groped for the safe. 

“T expect it’s all right, Mrs. Bean. We shall soon see. 
There you are; it does not look damaged, although some- 
thing inside seems to have come loose. I’ll get the key and 
open it.” 


A SUSPICIOUS TINKLE 


SOMETHING was loose inside. Mr. Sprig turned out the 
two half-crowns, and stared rather stupidly at them. 

Mrs. Bean stared. 

Mr. Grudge stared. 

“Looks like your five bob, Mr. Sprig,” said Mr. Grudge. 

“Well, I never,”’ said Mrs. Bean. 

Mr. Sprig blew his nose elaborately. At that moment he 
was making up his mind never to demonstrate the working 
of a home safe with coins from his till again. The perform- 
ance that morning for Mrs. Grimsby Dither’s benefit had 
cost him enough trouble, and, if her nephew did decide that 
he would like a savings account, he should be persuaded to 
use his own birthday present if he wanted to see how it 
worked. 
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Life Insured Borrowers 


By GEORGE R. SMITH 


chief qualifications for customers making application 

for personal loans. The present trend, however, is 
to require protection from the incalculable hazard- 
death. 

Unlike F.H.A. mortgage loans, the policies do not require 
constant attention and service. After an absolute assignment 
has been executed and credit is given to the borrower of 
the existing cash value, it is not necessary to make 
another entry on the books until the next annual premium 
is paid. 

To illustrate the procedure, let us assume that John Doe 
owed the bank a note of $500 and was hopelessly in debt 
to other creditors with no prospect in sight for liquidating 
his accounts. 

Such a loan is subject to criticism from bank examiners, 
and soon the bank will be forced to charge it off the books. 
Before the loan is charged off, a friendly contact with the 
borrower might uncover some form of collateral that will 
permit the bank to make at least a partial recovery of the 
funds advanced on the note. In this case suppose we have 
discovered that John Doe has a $1,000 non-participating 
life insurance policy which has been in force for ten years. 
He is about to drop the policy because of his financial 
difficulties. 

It would not require a great deal of persuasion to obtain 
the policy under these circumstances, especially when the 
borrower knew his note would be credited with the cash 
surrender value. Assuming that the borrower’s age was 35 
when the policy was written and the annual premium on 
the policy is $20.82, the next step is to take an absolute 
assignment. If the beneficiary named in the policy is the 
insured’s wife, or the policy is made payable to any other 
beneficiary aside from his estate, we would have the borrower 
change the beneficiary to his estate before our assignment 
is executed. 

We use a machine posted cash book designed by the writer 
to give a complete picture of each day’s business, showing in 
detail the debits and credits to be posted on the general 
ledger and loans and discounts. On the book the following 


entries would be made covering the transaction described 
above: 


(sie aut and earning capacity have long been the 


DEBIT 


Endorser or Collateral 
(Cash Val. Life Ins. Pol. 
$111.00 
Undivided Profits: 
$389 .00.) 


CREDIT 


No. Maker 


John Doe 


Account 

Undivided Profits: John Doe No. 15297 Balance on note:. . . . 
Cash Surrender Value of Life Insurance Policies: 

Policy No. XL301 John Doe $1,000 Non-Participating Ordi- 
nary Life-Blank National Insurance Co. Premium $20.82 
Cash surrender value 
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From the cash book the bookkeeper posts the liability 
ledger, entering on the borrower’s account a credit of $500 
and merely typing on the borrower’s sheet the information 
showing how the loan was paid. The general bookkeeper 
posts the entry of $111 to the account entitled Cash Sur- 
render Value of Life Insurance Policies, copying from the 
cash book all the data as shown. 

The insurance policy is placed in an envelope containing 
the name of the insured, amount of the policy, number, 
name of insuring company, amount of annual premium, 
the cash value as shown on the books and the present cash 
value of the policy. The envelopes containing policies are 
filed in a note case in alphabetical order and kept in the 
vault when not in use. In this specific case the bank must pay 
out in premiums $20.82 to protect the balance of $389 owed by 
the borrower, which is now charged off. The fact that the insur- 
ance policy is a non-participating form indicates that no divi- 
dends will be received and the premium will remain the same. 

Let us examine the cash or loan value of the policy over a 
period of years in order to determine the cost of the protec- 
tion to the bank and the benefits it will derive by following 
the plan. When the policy was accepted it bore a cash value 
of $111, having been in force since the borrower was 35 
years of age, or a period of 10 years. 

When the bank pays the eleventh premium, or its first 
premium, on the policy, the cash value will be increased to 
$127 or an increase of $16. In other words the actual cost 
to the bank for one year’s protection of $1,000 is $4.82, 
the difference between the premium paid ($20.82) and the 
increase in the value ($16). 

Now the debt of the borrower is increased by the amount 
paid by the bank and interest for one year on the note of 
$389, together with interest on the premium paid. Under 
the terms of the contract the bank could accept a paid-up 
insurance policy at the end of the eleventh year for $273. 
The reader must keep in mind, however, that we have 
charged off $389 on this borrower. If the bank paid premiums 
on the policy from the eleventh through the twentieth 
years the result might be as follows: 


Cash surrender value at end of 20th year 
Paid out in premiums from 11th through 20th year 


Cash value above cost of protection at end of 20th year 


The bank has now carried $1,000 protection for 10 years 
at a total cost of only $8.20, the difference in the cash value 
when the policy was accepted ($111) and the cash value at 
end of the twentieth year ($102.80). On the twentieth year 
the bank may, if it chooses to do so, accept a paid-up policy 
in the amount of $549. The insured borrower has now reached 
the age of 55 and the cash values will increase each year 
more than the amount invested in premiums, making the 
investment a valuable one for the bank. In view of this, 
perhaps the bank would not be willing to accept a paid-up 
policy in the amount of $549 when a chance for full recovery 
existed. 
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Care and Reading of Magazines 


By W. F. AUSTIN, JR. 


OST banks and the individuals in them subscribe to 

a number of business publications. In many cases the 

magazines arrive in a constant stream. A few officers 

and staff members read the ones that are handy when they 

have time; and, when someone sees something of particular 

interest in a publication, he takes it home, putting it forever 

out of the reach of anyone else who might want to read it or 
refer to it later. 

This complete lack of system obviously fails to take ad- 
vantage of the great wealth of helpful material that is 
constantly appearing in business publications. There can be 
no quarrel with the idea that, if a publication is worth a 
subscription, it is worth at least a minimum of handling so 
that the subscriber will have a chance to benefit by his 
investment. And the interesting thing about the system, 
described below, for handling business publications is that, 
in addition to giving every member of the organization an 
opportunity to read and profit by reading, it builds a valu- 
able file of reference material on any important subject that 
anyone cares to follow up; and it does this with each mag- 
azine intact and available for the use of others. 

The system is simple. It requires little or no special equip- 
ment. It can be operated as a part-time effort by any 
stenographer or secretary. The first step is to make sure that, 
as business publications arrive in the mail, they go directly 
to the person who will operate the system. Obviously if the 
librarian cannot get a publication, he or she cannot put it 
into controlled circulation. This may seem like a small point, 
but in some cases, it has been found that officers develop a 
fondness for certain publications and snatch them out of the 
mail, intending to return them to the librarian later. Of 
course they forget to do this, and the system breaks down at 
its very start. 

After a librarian has been appointed and the incoming 
mail has been arranged so that all publications will go to her 
first, it is then necessary to prepare a reference index. This 
is not as difficult as it sounds, if the index is worked out on 
a functional basis. That is, the index should be divided up 
according to the types of work the institution performs, and 
allowances should be made for a variety of subjects under 
each main division. As long as a functional division is fol- 
lowed there will be no difficulty in working out a permanent 
index that allows for notations about all types of articles. I 
have seen attempts to accomplish this in other ways, and the 
only result has been a long list that was neither permanent 
nor complete. 

When the reference index is worked out to meet all the 
needs of each department in the bank, a card file should be 
set up duplicating this index. The main dividers in the card 
file should carry the same titles that appear as main divisions 
in the index, and each subject appearing under the main 
divisions in the index should be represented in the file by 
one or more cards with the same title. 

The index is then mimeographed, multigraphed or printed 
on long slips, which are about 4 inches wide and 15 inches 
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long, with the index appearing on only one side. After each 
item in the index there is space for a page number to be 
written in, and each division carries a blank line so that 
non-listed items on that subject can be written in and their 
page numbers noted. There is another set of blank lines at 
the bottom of the slip for items that will not fit any of the 
main subdivisions. The upper half of the back of the slip 
carries the initials of each person who is to participate in the 
“circulating library”’, along with instructions about writing 
the date opposite their initials when they have finished with 
the publication, and putting it in their outgoing basket. 
There is also a paragraph to the effect that 4 days (in this 
case) is the maximum time that anyone can be allowed to 
hold the publication. The reason for such a notice is fairly 
obvious. 

The slips are folded to 4 inches by 7% inches and pasted 
on the inside front cover of each publication as it comes in. 
The librarian makes a note of the date it is put into circula- 
tion above the first set of initials. As the librarian passes the 
magazine around, each reader notes page numbers opposite 
any subject that he wants to follow, and when it has com- 
pleted its round, the librarian enters each page notation in 
the proper place in the card file. The publication is then put 
on a shelf with other issues of the same publication. 


AN EXAMPLE 


SUPPOSE that an officer in a bank using this system became 
interested in the newest developments in public relations. 
He could watch for this subject as he read over the various 
business papers, note the page numbers of articles on the 
index slip that is pasted into each publication number and 
then, when the time came to discuss public relations with his 
staff or his board, he could ask the librarian to assemble the 
magazines for him. By referring to her card on public rela- 
tions, she could quickly supply him with all the articles on 
hand. He could then refresh his memory, make notes and 
develop his ideas with an abundance of useful material to 
help him. 

Suppose again that an officer has an important customer 
in the glass manufacturing business. He may notice some 
report about the glass business. He enters it by writing in 
on the blank line under, let us say, GENERAL BUSINESS. Later 
he may notice an article on new glass uses. He enters that in 
the same way. As time goes on, he begins to collect consid- 
erable information about his customer’s business. Learning 
that his customer is going to visit him, he can have the 
librarian give him the material on the glass industry, read 
it over, and add considerable value to his talk with his 
customer. 

The system is flexible enough to allow everyone in the 
bank to pursue his own special interests without interfering 
with anyone else. It makes people read the business publica- 
tions, which is what they are bought for in the first place, 
and it builds up a useful reference library that eventually 
becomes extremely valuable to everyone. 
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BANKING’S PICTURES 


THIS YEAR NEW ENGLAND . 

THE NATIONAL BANK OF BELGIUM 
BANK TRAVEL SERVICES 

A PICTURE OF 10,000 STATE BANKS 
WISCONSIN AWEIGH 

VIVERE EST COGITARE 

SIX WORLD’S FAIRS . 


Before you travel, convert yow funds into 
i travelers checks. They ore obtoinabie ot low cost 
J this Bonk 
An advertisement tesued by the 
vertising Department, American 
Bankers Association 
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This Year New England 


3,000 HOUSES 


N the morning I set out for Boston, and arrived there about 

sunset after a journey of five and forty miles from Newport. 
The country, which I travelled over, is chiefly grazing ground, 
laid out into neat inclosures, surrounded with stone walls, and 
rows of pseudo acacia or locust-trees, which are said with their 
leaves to manure and fertilise the land. I passed over a beautiful 
fall of water in Pautucket river, upon a bridge, which is built 
directly over it. The fall is about twenty feet high, through 
several chasms in a rock, which runs diametrically cross it, and 
serves as a dam to hold up the water. There are two or three 
mills, which have been erected for the purpose of conducting the 
different spouts or streams of water to their respective wheels. 
These have taken very much from the beauty of the scene; 
which would otherwise be transcendently elegant; for the fall 
though not large or noble, is by far the most romantic and 
picturesque of any I met with in my tour. 

During the course of my ride from Newport, I observed 
prodigious flights of wild pigeons: they directed their course to 
the southward, and the hemisphere was never entirely free from 
them. They are birds of passage, of beautiful plumage, and are 
excellent eating. The accounts given of their numbers are almost 
incredible; yet they are so well attested, and the opportunities 
of proving the truth of them are so frequent, as not to admit of 
their being called in question. Towards evening they generally 
settle upon trees, and sit one upon another in such crowds, as 
sometimes to break down the largest branches. The inhabitants, 
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meets in Boston, October 11-14 


at such times, go out with long poles, and knock numbers of 
them on the head upon the roost: for they are either so fatigued 
by their flight, or terrified by the obscurity of the night, that 
they will not move, or take wing, without some great and un- 
common noise to alarm them, 

Boston, the metropolis of Massachusetts-Bay, in New Eng- 
land, is one of the largest and most flourishing towns in North 
America. It is situated upon a peninsula, or rather an island 
joined to the continent by an isthmus or narrow neck of land 
half a mile in length, at the bottom of a spacious and noble 
harbour, defended from the sea by a number of small islands, 
The length of it is nearly two miles, and the breadth of it half 
a one; and it is supposed to contain 3000 houses, and 18 or 20,- 
000 inhabitants. At the entrance of the harbour stands a very 
good light-house; and upon an island, about a league from the 
town, a considerable castle, mounting near 150 cannon: there 
are several good batteries about it, and one in particular very 
strong, built by Mr. Shirley. There are also two batteries in the 
town, for 16 or 20 guns each; but they are not, I believe, of any 
force. The buildings in Boston are in general good; the streets 
are open and spacious, and well-paved; and the whole has much 
the air of some of our best county towns in England. The coun- 
try round about it is exceedingly delightful; and from a hill, 
which stands close to the town, where there is a beacon erected 
to alarm the neighbourhood in case of any surprize, is one of the 
finest prospects, the most beautifully variegated, and richly 
grouped, of any without exception that I have ever seen. 

—ANDREW BURNABY, Travels (1759-60) 


TODAY 


Below, the city of Boston, whose population is approximately 825,000, with 2,400,000 in the met- 
ropolitan area. The land area of the city itself is about 44 square miles, and within 20 miles of it are 


79 independent communities. Through its 47-square-mile harbor pass exports of about 


5,000,000. 


Its bank clearings in 1936 were $12,863,000,000, assessed realty valuation, $1,620,265,000. 
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The National Bank of B 


AN IMPORTANT VISITOR to the White House 
and Department of State in June was Premier 
Paul van Zeeland of Belgium (at right, with Mrs. 
van Zeeland on their arrival). According to press 
reports, his conversations dealt mainly with prob- 
lems of foreign trade. The Belgian premier, who is 
considered one of Europe’s most important govern- 
mental figures, is not a politician but a banker. Be- 
fore he was called into service by the Belgian govern- 
ment he was successively secretary, director and 
vice-governor of the National Bank of Belgium. 
On these three pages are pictures of that institution. 


The National Bank of Belgium, founded in 1850, not 
only is the government’s financial agent, but it also 
serves commerce, industry and private individuals. 


Below, the home of the Bank, in Brussels 
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PHOTOS FROM INTERNATIONAL 


A teller’s cage Louis Frank, Governor of the Bank 


Lobbies reserved for business with the Bank’s private customers 
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INTERNATIONAL 
Two views in the safe deposit department 


INTERNATIONAL 
Left, banknote printing machines. Right, the weighing and counting of coins by machine 
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INTERNATIONAL 
The employees’ private dining room 
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How Much Does It Cost 
TO GO ABROAD? 


Much less than you think! Each year, more 
and more Mobile residents are learning that 
ocean travel no longer is the expensive lux- 
ary it used to be. For instance: 


67 will pay all your expenses, includ- 
$3 ing steamer fare both ways, on a 27 


day conducted European Tour with extensive sight 
seeing in the most interesting towns and cities of 
England, Holland, Belgium, and France. 


145 will give you a 16 day cruise to the 
West Indies visiting Havana, Cristo 
bal, Almirante, and Hoaduras. 


$103.70 


road fare to Mexico City, one of the most pictur 
esque and interesting of all foreign cities. 


150 will take you across the Atlantic 
$ and beck on « comfortable ship 
sailing direct from Mobile. 


@\Figuree 40 wot inctade railroad fare betweee Mobile and port 


The above trips are just samples of the thrills and 
joys your travel money will buy for you at the 
Travel Bureau of Merchants National Bank. Scores 
of cruises and tours await you at relatively low 
cost. And we can make all plans for you. We 
will smooth away troublesome details, but in no 
case will you pay more for your passage than if 
you dealt with steamship lines direct. Come in, 
tell us how much you want to spend on your trip, 
Jet us show you how you can go abroad this sammer. 


MERCHANTS 


NATIONAL BANK 


ALABAMA 


MEMBER FEDERAL DEPOSIT INSUKANCE CORPORATION 


GOING 
AWAY? 


TRAVELERS CHECKS ARE SAFER 
THAN CASH...HANDIER T00! 


@ No matter where you're going this summer, you'll get along 
better if you carry travelers checks. Your signature is all that’s 
needed to cash them — anywhere. Safer than cash, too. If they're 
lost or stolen your money is refunded. 


Travelers checks cost 75¢ per $100. Better stop in at the bank 
and get them before you leave. 
Bank of Batavia Office 


of 
Marine Trust Company 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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Bank Travel Services 


Advertisements 
Show the 
Aids Offered 


Vacationists 


WHERE EVER YOU GO 
THIS SUMMER— 


You will enjoy your vacation 
more if you know your travel 
funds are safe Before you start 
out, call in and change your 
money into 


These CHECKS are protected 
against loss and are easy to 
cash. In spending them, the only 
identification needed is your sec- 
ond signature. 


Ask your teller about them. 


MERCHANTS 
NATIONAL BANK 


of Port Arthur, Texas 
Member Federal Deposit Insurance Corporation 


A VACATION 


TRAGEDY = 
... Almost! == 


The whistle blew the boat edged into mid- 
stream . . . suddenly, as o girl waved to a friend, 
her purse slipped over the rail and was gone! 

Vacation tragedy? Fortunately, no! For this 
young lady had learned to carry her money in the 
form of travelers checks. She was later reimbursed 
in full for those she lost. 

Before you travel, convert your funds into 
travelers checks. They are obtainable at low cost 
at this Bank. 


An advertisement issued by the Ad- 
vertising Department, Americen 
Bankers Association. 


THIS SPACE FOR BANK'S NAME 


CENTRAL NATIONAL BANE 


DO AS 
BUSINESS FIRMS DO 


YOU CAN SAVE 
FOR A TRIP TO PANAMA 


Why not start now to plan for the trip you 
have always wanted to take— perhaps to 
Panama and Central America? Regular sav- 
ing will help you have the 
money when the time comes 
to leave. When you keep a 
record of your savings with the 
“Earmarked” Savings Memo 
you will find this continual reminder a help 
in saving money for your trip. 

A vacation in Mexico, Cuba, a Caribbean 
trip, or an ocean voyage can come true if you 
plan ahead and save regularly for your pur- 

pose. Start an “Earmarked” 

Saving Record today. This 

convenient form fits into the 

jacket of your savings pass 

book and enables you to tell 
at a glance how near you are to your special 
savings goal. 


CENTRAL NATIONAL BANK 


ELEVEN CONVENIENT OFFICES 


Member Federal Deposit Insurance Corporation 
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(BANK TRAVEL ADS, CONTINUED) 


Over 100,000 BUFFALONIANS 
USE THE MARINE...AND SAVE TIME 


AT AMY OFFICE YOU CAN PREVIEW YOUR TRIPFI 


Ir you are thinking of going abroad...or to Jamaica, or anywhere 
on the Seven Seas... just ask the manager of our office in your own 
neighborhood about the Marine Travel Service. He will immedi- 
ately help you get the information you want through cur Travel 
Department. Your trip will be arranged at no extra cost to you. 


SAFE, 


YOUR TRIP 1S HAPPIER WHEN PLANNED BY MARINE! 


ExpeRiENceD travelers usually have happier trips than the in- 
experienced. Why not use the experience of the Marine Travel 
Service? In this way, fou can ward off inconveniences, extra costs, 
and misunderstandings that are so likely to happen unless a trip is 
planned by those whose business it is to do nothing else but that. 


CONVENIENT, IMMEDIATE 


TRAVEL FUNDS 


Bombay or Bar Harbor... Nassau or New Mexico... London or 
Lake George—wherever you go for your vacation, carry travelers 
checks to provide the funds you'll need to enjoy yourself when 
you get there. 

You can obtain these checks at any office of the Wachovia, in 
any amount and in the denominations you prefer, for only a small 
fee. Being internationally recognized, travelers checks are cashed 
conveniently at hotels, railroads, steamship offices, banks and 
shops all over the world. If you lose them, or they are stolen, 
a refund may be obtained. 

For larger sums, you can arrange for letters of credit, en- 
abling you to draw just the amounts you want at one time. 


Incidentally, while you're away, may we suggest 
the use of Wachovia's safe deposit vault to protect 
your silverware, jewelry and other valuables? 


WACHOVIA 


MARINE TRUST COMPANY @ 


Buffalo's Marine Midland Bank 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


VACATION 
ENJOYMENT 


...use these 


TRAVELERS 
C HEQUES 


for funds you take 


SAFE DEPOSIT 


for valuables youleave 


CITIZENS 
BANK 


OF LOS ANGELES 


MEMBER FEDERAL RESERVE SYSTEM 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


CONVENIENT BRANCHES THROUGHOUT LOS ANGELES 


-evee- a- century 


ASHEVILLE 


A Vacation 
That Pays for Itself 


During the Summer months, DAUPHIN 
DEPOSIT will issue checks to nearly 500 members 
of its 1937 Vacation Thrift Club. 

By means of weekly savings, too small to miss, 
these folks have got together money os for two 
or three weeks of travel or recreation without worry 
about the cost. 

pay for itself. 

You will be very welcome in the Club for 

1938, now enrolling members. 


AROUND AMERICA 
SCENIC WEST 
EASTERN TOURS 
ALASKA 

MEXICO 


YELLOWSTONE & 
GLAC PARKS 


DUDE RANCHES 

SAGUENAY RIVER 
TRIP out any obligation, of course. 

CRUISES 

HONOLULU 


First National Bank 


Travel Bureau 
Oshkosh, Wis. Phone 68 


MEMBER FEDERAL DEPOSIT INSURANCE 


It is time to start planning 
your vacation. Let us know 
where you want to go, the time 
you have and the approximate 
amount you want to spend. We 
will send details promptly—with- 


BANK AND TRUST COMPANY 


HIGH POINT WINSTON SALEM RALEIGH SALISBURY 


CORPORATION WEMAER FEDERAL RESERUE 


Enjoy yout 
VACATION/ 


No matter who you are or what your work may be, 
it is your duty to get the most out of your summer 
vacation. You owe it to yourself to break away 
and tune up for the coming year. 

If extra cash would finance that trip you have 
always wanted, enable you to spend some time at 
the seashore or in the mountains, the Personal 
Loan Service at Camden Safe might help you. You 
may borrow $100 or more, have a full year to repay 
out of income—and the cost is only $6 for each 
$100 borrowed. We shall be glad to discuss your 
vacation needs at any Camden Safe office. 


CAMDEN SAFE 
DEPOSIT & TRUST 
COMPANY 


Broadway & 2614 Federal 
Street 


Market Street 


CAMDEN 
Hapoonnmp Cars May 


Member Federa! Reserve System and Federal 
Deposit lasurance Corporation 


Broadway & 
‘Walnut Street 
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HARTFORD-CONNECT 


mation for your inspection. Visit our 


“DOCTOR, SHALL WE SEND 
OVER YOUR LETTER OF CREDIT 
AND TRAVELERS CHECKS?” 


And now away... 


for a 
carefree vacation 


He's a successful surgeon. For year’s he’s been 
working day and night building a practice. 
His hours have been long ... and tense. The 
strain has been ‘érrific. He's grown haggard 
and tired. He's earned 


and drawn . 
vacation if any man ever did. 


And now he’s going to take it. He's planned 
a three months rest. Three months away 
from patients and mid-night telephone calls 


and difficult operations. 


He knew he'd need money and credit on this 
so he naturally asked his bank 
. «+ The Hartford-Connecticut Trust Co., to 


vacation . . 


arrange the details. 


Securing letters of credit and travelers checks 
is a Hartford-Connecticut Trust Co. service 
you will want to use. Whether you are go- 
ing away for a week or a year, ask one of 
our Officers to arrange these credit details 


for you. 


MPANY 


hu 


Steamship Tickets 


Let our Travel Department arrange every detail of 
your cruise. We offer a complete service in our 
travel department and have much interesting infor- 


t 
BST 


ntington national 


PEORRAL RESERVE OUSTEM THER Cy 


TRAVEL DEPARTMENT 


McDOWELL 
NATIONAL BANK 


Motor, Train, Boat or Plane 


—However you go, your vacation days will be 
safer and happier if you use these services: 


Travelers Checks, Letters of Credit 


Silver Storage and Safe Deposit 
Custody and Agency Accounts, 


The Plainfield Trust Company 


Member Federal Reserve System 
Member Federal Deposit Insurance Corporation 
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WHEN YOU GO TRAVELING 


Your Bank At Work 
Self-identifying 
Travelers Checks 


Available at your Bank in 
convenient denominations, 
Travelers Checks are the 
accepted medium in which 
to carry travel funds. Your 
signature, required at the 
time of purchase, will act 
as identification when 
check is countersigned. 
Our customers find this the 
ideal protective measure for 
their funds. 


VacaTIon days are here again—and to get 
the greatest enjoyment and relaxation from worry 
when you go traveling —carry your funds in 
Travelers Checks. Each year more and more of 
Our customers are using this method to protect 
their funds from loss and to eliminate the usual 
identification annoyance where personal checks 
are used to obtain additional funds. A supply of 
Travelers Checks for a week-end trip or for an 
extended visit will make your holiday more en- 
joyable. Get a supply before you leave on your 
next trip. 


Forr Worm NATIONAL 
Bank 


BETTER BANKING 


Keep on the STAR-BOARD SIDE 


of Summer Finance 


“A Community Bank” 


Ir you've ever sailed a yaw! you know how it 
feels to skim over the briny blue with the ease 
of wind. It is a vacation sport of real thrills. But 
like all sports and all vacations. .. it takes money. 


A skimpy vacation, one you ‘put on the cuff is 
like sailing with a dragging anchor. No matter 
how much fun, there is still a reckoning. Let's 
be smart and do it all beforehand. 


JOIN OUR VACATION CLUB NOW! 


NATIONAL SAVINGS BANK 


SOUTHWEST CORNER of STATZ and PEARL STREETS 


ALBANY, NEW YORK 


| 
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Wisconsin Aweigh 


The Wisconsin Bankers Association combined its annual convention, June 26-29, with a Great 
Lakes cruise. Business meetings were held on shipboard (left). The boat was the Seeandbee (right) 


Tom K. Smith, President, American Bank- The Wisconsin association’s new president Captain Allan Strachan (on bridge) directs 
ers Association, and Norman N. Feltes, is Clarence Hill, chairman of the board, Port the docking of the convention steamer at 
assistant cashier, Harris Trust & Savings Washington State Bank, Port Washington Milwaukee 

Bank, Chicago 


Shuffleboard on deck Inspecting the locks at the Soo 
BANKING 
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Vivere Est Cogitare 


DISTINGUISHED banking leaders and educators attended the com- 
mencement of the Class of 1937 of the Graduate School of Banking, Rutgers 
University, New Brunswick, New Jersey. On this page are shown David C. 
Barry (president of the class) about to receive his diploma from Lewis E. 
Pierson (Chairman of the Board of Regents and former President, American 
Bankers Association), while Dr. Harold Stonier (Director of the School) 
looks on; below, Fred N. Shepherd (Executive Manager of the Association) 
talking with Harry J. Haas (member of the Board of Regents and former 
President of the Association) and, between them, Norman C. Miller 
(Director, Extension Division, Rutgers, and Associate Registrar of the 
School); the other pictures are Richard W. Hill (Secretary of the Board 
of Regents and Registrar); a view of the graduates and guests in the 
auditorium; and the Class of 1937 lined up on the campus. 
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World’s Fairs 


By way of contrast to much current front 
page news of international import, exposi- 
tions now being held in various countries 
are reminders of world progress in the 


arts of peace 


Selling souvenir views 
of the Paris Exposition 


The Cleveland Fair’s Midway at night 
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WIDE WORLD 


San Francisco's Fair is in the model stage 


Gardens at the Dusseldorf Fair 
EUROPEAN 
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Tokyo will be the 
scene of the Olym- 
pics in 1940, and 
is making plans 
for a Fair in con- 
nection with the 
games 


New York is getting 
ready for a World’s 


Fair in 1939 
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Protection...economy...lower 
operating cost with RECORDAK 


Users of Recordak report 
Savings up to 45% net on 
per-item costs, 50% on 
supplies, 90% in storage 
Space. 


RIN Recordak has proved itself in the small 
w£& bank just as it has in 75% of the hundred 
largest banks ...in hundreds of well-managed! 
banks of all sizes. It can also bring increased effi- 
ciency, greater safety, broader depositor service and 
reduced operating costs to your bank ... and at no 
capital outlay. Recordak Corporation (Subsidiary 
of Eastman Kodak Company), 350 Madison Ave., 
New York, N. Y. 


RECORDAK 


Photographic Accounting 
Systems 
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CALENDAR 


A Trust Conference 


HE program for the 15th Regional Trust Conference of 

the Pacific Coast and Rocky Mountain states, to be 

held in Portland, Oregon, on August 12, 13 and 14 at the 
Multnomah Hotel under auspices of the Trust Division, 
American Bankers Association, is as follows: 

First Session, Thursday, August 12, 10 A.M. Call to order, 
General Chairman, A. L. Grutze, vice-president and trust 
officer, Title and Trust Company, Portland; address of wel- 
come, Mayor Joseph K. Carson of Portland; response, W. J. 
Kieferdorf, vice-president and senior trust officer, Bank of 
America N. T. & S. A., San Francisco; ‘‘ Corporate Trustee- 
ships Under Trust Indentures,” R. Gregory Page, vice- 
president, Bankers Trust Company, New York. 

Second Session, Thursday, August 12, 2 P.M. Chairman, 
D. W. Holgate, trust officer, Pacific National Bank, San 
Francisco. ‘The Proper Trust Investment Policy,” G. S. 
Eccles, president, First Security Bank of Utah, National 
Association, Ogden, Utah; “Trust Estates During Infla- 
tionary Periods,’ Reuben A. Lewis, Jr., executive vice- 
president, Metropolitan Trust Company, Chicago; ‘‘ Trends 
in Trust Investments,’ E. F. Lawrence, assistant trust 
officer, Crocker First National Bank of San Francisco. 

Banquet, Thursday, August 12, 7 P.M. Toastmaster, 
Blaine B. Coles, President, Trust Division, American Bank- 
ers Association, and vice-president, The First National 
Bank, Portland. ‘“‘The Man in the Crowd,” Dr. Bruce R. 
Baxter, president, Willamette University, Salem, Oregon. 

Third Session, Friday, August 13, 9:30 A.M. Chairman, 
Henry H. Judson, vice-president and trust officer, Seattle 
Trust and Savings Bank, Seattle. ‘The Trend of Legislation 
and Decisions Affecting the Corporate Trustee,” Varian 
Green, assistant trust officer, Security First National Bank of 
Los Angeles; ‘‘ Economies in Trust Administration,” R. W. 
Sprague, vice-president and trust officer, National Bank of 
Commerce, Seattle; “The Future of the Corporate Fidu- 
ciary,”’ Walter J. Brewer, trust officer, Seattle-First Na- 
tional Bank, Seattle. 


CONVENTIONS 


A. B. A. Meetings 


. 12-14 Annual Trust Conference of the Pacific Coast and Rocky 
Mountain States, Portland, Oregon 
. 11-14 A.B.A. Convention, Statler Hotel, Boston, Massachusetts 


State Associations 


Delaware, Rehoboth Beach 
Kentucky, The Brown Hotel, Louisville 
Nebraska, Lincoln 


Group Meetings 


Group 6, Missouri, Doniphan 
Group 7, Missouri, Springfield 
Group 8, Missouri, Joplin 
Group 4, Missouri, Warrensburg 
Group 5, Missouri, St. Louis 
Group 3, Missouri, St. Joseph 
Group 2, Missouri, Chillicothe 
Group 1, Missouri, Kirksville 


Fourth Session, Friday, August 13, 2 P.M. Chairman, A. J. 
Gamble, president, Boise Trust Company, Boise, Idaho. 
“The Wagner Act,” Cassius R. Peck, Griffith, Peck & 
Coke, attorneys, Portland; “Planned Trust Publicity, Its 
Operations and Results,” Don R. Cameron, trust officer, 
Union Bank and Trust Company, Los Angeles; “Tax 
Problems Concerning a Corporate Fiduciary,” H. M. Bardt, 
trust officer, Bank of America N. T. & S. A., Los Angeles. 

Fifth Session, Saturday, August 14, 9:30 A.M. Chairman, 
Conner Malott, vice-president, Spokane & Eastern branch 
of Seattle-First National Bank, Spokane. “Competitors for 
Fiduciary Service,” Frank H. Lougher, trust officer, The 
Anglo California National Bank, San Francisco; “ Admin- 
istration Problems of a Trust Department,” E. H. Booth, 
Jr., assistant trust officer, Title Insurance and Trust Com- 
pany, Los Angeles. 


The Graduate School of Banking 


WITH simple ceremony, the Graduate School of Banking 
held its first commencement in the gymnasium of Rutgers 
University at New Brunswick, New Jersey, on the evening 
of July 2. Diplomas were awarded to 191 bankers by Lewis E. 
Pierson, chairman of the school’s board of regents and of the 
Irving Trust Company, New York City, in the presence of 
the faculty, the student body, and guests. (See page 45.) 

The exercises marked the conclusion of the school’s third 
resident session and the completion of an advanced course in 
banking education by bank officers from many states. As 
Tom K. Smith, President of the American Bankers Associa- 
tion which conducts the school jointly with Rutgers, ob- 
served in his address at the opening of the session, the 593 
bankers registered as students had ‘‘come to study the 
broader implications of banking as it affects the economic 
and social organization.” 


“We are engaged,” he continued, “in an effort to build the 
banker of the future who will be attuned to his times, who 


Other Organizations 


Sept. 8-11 National Security Traders Association, Atlantic City, 
New Jersey 

Annual Convention of the Morris Plan Bankers Associa- 
tion, Broadmoor, Colorado Springs, Colorado 

Financial Advertisers Association, Syracuse, New York 
Savings Banks Association of Massachusetts, New Ocean 
House, Swampscott, Massachusetts 

American Association of Personal Finance Companies, 
Hotel Indiana, French Lick Springs, Indiana 

Annual Conference of National Industrial Advertisers 
Association, Edgewater Beach Hotel, Chicago, Illinois 
Annual Convention of the Association of Bank Women, 
Boston, Massachusetts 

Annual Meeting of the National Association of Bank 
Auditors and Comptrollers, Boston, Massachusetts 
Annual Convention, National Association of Real Estate 
Boards, The William Penn Hotel, Pittsburgh, Pennsyl- 
vania 

Savings Banks Association of the State of New York, The 
Greenbrier, White Sulphur Springs, West Virginia 
Annual Convention of the Investment Bankers Associa- 
tion of America, Greenbrier Hotel, White Sulphur Springs, 
West Virginia 


Sept. 13-15 


Sept. 13-16 
Sept. 16-18 


Sept. 21-23 
Sept. 23-25 
Oct. 8-12 
Oct. 11-14 


Oct. 18-23 


Oct. 20-22 


Nov. 3-7 
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will draw inspiration from the great 
leaders of the past and who will avoid 
the mistakes of others. The banker must 
be thoroughly trained for his job. The 
time has passed when just any one can 
be a banker.” 


COMMENCEMENT 

EVENTS on the commencement pro- 
gram included addresses by Mr. Pier- 
son, excerpts from which are printed in 
Banxinc’s Digest, and Dr. Francis 
P, Gaines, president of Washington 
and Lee University. Dr. Gaines told the 
graduates that the American republic 
“remains the world’s greatest experi- 
ment in a people’s self-direction,” add- 
ing that “‘it is more than political, more 
than legalistic formula—it is an attempt 
to establish a way of life including every 
force that relates to human happiness.” 

As an expression of their appreciation 
for Rutgers’ cooperation in connection 
with the school, members of the gradu- 
ating class gave the university $1,000 
for the purchase of books on banking 
and financial subjects. The presentation 
was made by Harry R. Smith of the 
Bank of America, N. T. & S. A., San 
Francisco, as class representative and 
the gift was accepted by Dr. Robert C. 
Clothier, president of Rutgers. 


At the close of the exercises Dr. | 


Harold Stonier, director of the school, 
was honored by the university, receiv- 
ing an award for initiative and con- 


structive endeavor in education in rec- | 
ognition of his work in the organization | 


and development of the Graduate 
School of Banking. In presenting the 
award, Dr. Clothier said it was made 
with the approval of the university 
trustees. 


CLASS OFFICERS 

DAVID C. BARRY, vice-president of 
the Lincoln-Alliance Bank & Trust 
Company, Rochester, New York, was 
elected president of the Class of 1937. 
Thomas W. Munroe, vice-president and 
cashier, Fidelity Deposit Bank of 
Derry, Pennsylvania, was chosen secre- 
tary. 

During each resident session the stu- 
dent body is addressed by persons 
prominent in economics, banking and 
public affairs. This year’s speakers, in 
addition to President Smith and Mr. 
Pierson, included Professor Edwin W. 
Kemmerer of Princeton University; 
Leonard P. Ayres, vice-president, 
Cleveland Trust Company, and Chair- 
man of the Economic Policy Commis- 
sion, American Bankers Association; 
and Frederick Shelton, counsel of the 
Kiplinger Washington Agency. 
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The published statement 
of a strong bank is indic- 
ative of sound manage- 
ment. The figures speak 
for themselves. 


And yet an impressive 
balance sheet does not 
tell the full story. It is 
both cause and effect. 


The strength of this insti- 
tution lies principally in 


the service it is equipped 


to render. Efficient man- 
agement has attracted 
a large volume of busi- 
ness, and the record shows 
that this satisfied clien- 
tele has been retained. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital and Surplus. . . . $30,000,000 
Member of Federal Deposit Insurance Corporation 
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YOU CAN 
INCREASE 


WAGES... 


Every employer today is faced with the necessity of wage 
increases. Constantly mounting living costs will force a 
minimum 10% wage raise in 1937. 


What will you do? Competition certainly will not permit 
you to tack the increase to your selling prices. Such 
a policy would be ruinous. 


You can meet pending and present demands for more 
money without increasing your selling costs or reducing 
your margin of profits! May Methods will show you how. 


The counter balance for increased wages lies in cost 
reduction . . . through the media of efficient control 
over the factors that influence cost and profit, the elimina- 
tion of profit destroying leaks, and the abolishment of 


extravagant and wasteful methods. 

The May organization, composed of men scientifically 
trained and practically experienced in every phase of 
business, can tell you how these ‘‘counter balances” can 


be accomplished withmaximum effectivenessand economy. 


We will gladly consult with you at no expense to you. 
No matter what your business problem is, it will pay 


<i 


you to investigate May Methods. 


MAY METHODS SAVED THIS MANUFAC- 


TURER $47,000...INCREASED WAGES 11% 


Here was a difficult labor and production situation... 
three strikes in six months, with labor demands un- 


reasonable in view of steadily diminishing profits. 


Our survey disclosed that May Methods of operation, 
management control and wage incentive would put 
the business on a definitely profitable basis and, at the 
same time, enable it to meet the demands of employees. 


May Methods produced actual savings of $47,000.00, 
increased pay 11%, reduced inventories over 40% 
and installed efficient production controls to speed up 
the filling of orders. One year later this company had 
the best net profit in its history . . . and was paying 


higher wages. 


GEORGE S. MAY COMPANY 


CHICAGO SEATTLE 


710 Second Avenue 


2600 North Shore Ave. 


CANADA: George S. Mav. Ltd 


227 Raw St 


NEW YORK 
122 East 42nd St. 


ATLANTA 
134 Peachtree St. 
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A clearinghouse of practical 
ideas submitted by readers of 
this magazine 


Tailored Budgets 


as A REPORT to the New York State 
oe Bankers Association by its bank costs 
committee makes some observations 
about budgeting and suggests a budget 
plan for small banks. 

“There is no particular magic in any 
type of budget form which might be 
offered for the consideration of a bank- 
ing institution,” says the committee. 
a “Hundreds of such forms have been 


te evolved, each differing from the others 
fem only in minor particulars. As the com- 


. mittee sees it, the outstanding value of 
~ a8 a budget lies in the fact that the prep- 
whe aration of the necessary preliminary 
data necessitates a detailed study of 
past operations both from the stand- 
point of income received and expendi- 
tures required, and also calls for a 
periodical comparison of actual opera- 
tions with the predetermined standard. 

“Some authorities have maintained 
that successful budgetary control can 
only be established in an institution 
maintaining an adequate daily or 
monthly accrual system covering its in- 


ance with the amount actually earned 
in any given period. 

“As a possible solution, we suggest 
that in these small institutions, the use- 
fulness of budgetary control to the man- 
agement is not necessarily impaired by 
quarterly, instead of monthly, compari- 
sons of actual operations with budget 
estimates. Following this line of thought, 
it is a relatively simple matter to take a 
quarterly inventory of accrued interest 
receivable and payable, unearned in- 
terest or discount, etc., and adjust the 
cash figures to accruals by the inventory 
method. These adjustments need not 
necessarily be made on the bank’s books, 
but may be kept on a memorandum or 
subsidiary record. 

(An illustration of the method of ad- 
justment from cash to accrual appears 
below.) 

“To compute the inventory of in- 
terest accrued and unpaid on securities, 
mortgages and demand loans, we must 
determine for each item or group of 
items of the same interest due date and 
rate, the interest earned from the date 
interest was last paid to the end of the 
current budget period, omitting items 
of doubtful collectibility. 

“Unearned discount of loans is most 
easily computed by taking the total of 
loans maturing each day from the ma- 
turity register, segregated as to rates, 


- come and expenses. What, then, shall and computing the unearned discount 
“a we say to the small bank which is op- on each group, starting with the first 
%, erating on a cash basis? The amount of day after the end of the budget period 
— gross income enjoyed may not be large and continuing to the latest maturity. 
enough to justify an increase in its per- If the inventory is carefully taken a 
sonnel and at the same time, the cash high degree of accuracy may be at- 
7 income recorded may be at wide vari- tained. 
For Example 
ut ADJUSTMENT OF INTEREST INCOME AND EXPENSE FROM CASH TO 
he ACCRUAL BASIS BY MEANS OF INVENTORY METHOD 
es. Plus Accrued 
Closing Income 
0, 
% 
m INTEREST RECEIVED ON DEMAND LOANS...... $10,706 
ad INTEREST RECEIVED ON SECURITIES......... $11,750 | $15,975 | $13,225 $9,000 
ng 
INTEREST ParD ON SPECIAL INTEREST DEPOSITS 0 $6,982 $6,982 


Discount on LoANs 
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Plus Minus 


Cash Earned 
Income Opening | Closing Income 
Inventory | Inventory 
$8,591 $9,801 $11,227 $7,165 


“We also have a second type of in- 
come which is difficult or impossible to 
accrue accurately, such as trust fees, 
commissions, other income, etc. Such 
items are included in the budget on an 
estimated basis, and cash receipts for 
the budget period will be used in the 
compilation of actual operations. If they 
are found to vary to a marked degree, it 
may be desirable to revise budget figures 
to conform more nearly to actual ex- 
perience. 

“ At the same time, the expense budget 
may also be set up by quarters, allowing 
for seasonal variations which exist in 
certain types of expense, and not merely 
apportioning the entire year’s expense 
budget equally over the four quarters. 
The resulting figure of desired profit 
will, of course, vary somewhat and per- 
haps quite materially from one quarter 
to another, but if the budget is care- 
fully prepared, actual operations should 
closely follow the pattern set by the 
budget.” 


Payroll Audits 


ly connection with payroll audits, the 
requirement that from time to time 
disbursement of the entire payroll be 
taken charge of by someone other than 
the regular paymaster, and the require- 
ment that all payroll records be run up 
in spot fashion to insure that the total 
funds to be disbursed agree with the 
payroll record, are desirable adjuncts 
to payroll audit, but it is perhaps better 
to control the matter in more continu- 
ous fashion. 

When the bank has a personnel officer 
he should in the first place not have 
direct supervision over the paymaster 
who disburses the money, and the per- 
sonnel officer will not want exclusive 
authority to add to the staff, and in con- 
sequence, to the payroll. Additions to 
staff, inclusive of the compensation ar- 
ranged, and releases from staff, inclusive 
of the amount paid upon release, 
should be authenticated by more than 
one authority, and it is preferable in a 
large institution that the personnel 
division shall have a complete record 
of the payroll in addition to that which 
is independently maintained by the pay- 
master. Where such a set-up is opera- 
tive—which insures that two authori- 
ties are in operating control—the audit 
of disbursement becomes a fairly simple 
matter because the personnel authority 
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METHODS and OPERATIONS _ 


establishes for the auditor what the 
entire disbursement on any date should 
be, and the auditor can check the per- 
sonnel total with the amount disbursed 
by the paymaster. 

All adjustments in compensation 
should be similarly controlled; the offi- 
cer or department head in immediate 
charge of a man’s work having advised 
as to any adjustment, and the commit- 
tee having passed upon it, and the man 
in question having been informed, there 
is very little likelihood of irregularity. 
In other words, if too much control is 
not left in the hands of one person, 
more particularly if dual operating con- 


trol is operative straight through with 
respect to additions, increases, releases 
and the like, with audit establishing 
continuous agreement between the 
figures of personnel and paymaster, 
fairly good continuous control is likely 
to result. 


Fast Collection Service 


One midwestern bank, with many 
branches in the commission house 
districts of its city, is building up its 
business among shippers through the 
collection of drafts. 


Cash and Due from Banks 
Other Bonds and Securities 


Loans and Discounts 


Banking House 


House . 


CONTINENTAL ILLINOIS 
NATIONAL BANK AND 
TRUST COMPANY 


OF CHICAGO 


Statement of Condition, June 30, 1937 


RESOURCES 


United States Government Obligations, 
Direct and Fully Guaranteed 


Stock in Federal Reserve Bank 
Customers’ Liability on Acceptances 
Other Banks’ Liability on Bills Purchased 
Income Accrued but Not Collected 


Real Estate Owned other 


LIABILITIES 


Deposits . $1,015,616,004.01 
Acceptances ‘ 682,089.02 
Other Banks’ Bills Sold 17,263.60 
Dividend Declared on Preferred Stock, 

Payable August 2, 1937. 525,000.00 
Dividend Declared on Common Sesck., 

Payable August 2, 1937 1,200,000.00 
Reserve for Taxes, Interestand Expenses 5,378,649.90 
Reserve for Contingencies 12,784,450.20 
Income Collected but Not Earned 542,742.71 
Preferred Stock 35,000,000.00 
Common Stock . 40,000,000.00 
Surplus 16,000,000.00 
Undivided Profits 8,491,701.96 


United States Government obligations and other securities carried at $68,830, 163.18 
are pledged to secure public and trust deposits and for other purposes 
as required or permitted by law. 


Member Federal Deposit Insurance Corporation 


$ 333,806,159.85 


487,180,823.91 
61,781,876.10 
229,617,069.52 
2,730,000.00 
662,435.69 
17,263.60 
3,144,868.95 
13,350,000.00 


3,947,403.78 


$1,136,237,901.40 


$1,136,237,901.40 


The managers of its branches in those 
districts are obtaining from their cys- 
tomers among the commission house 
men lists of names and addresses of the 
shippers of foodstuffs from whom the 
commission and provision men buy, 
Then the manager in each case writes 
the following letter: 

“Realizing the perishable nature of 
much of the merchandise shipped to 
this city, we make a special effort to 
give quick collection service. 

“Located as we are, close to the food 
market, we handle a large percentage of 
the drafts coming into this area, whether 
they come to us direct from the shipper 
or through our main office or other 
branches. 

“Tf you will send your drafts direct to 
us or instruct your local bank to do so, 
you should not only receive your remit- 
tance a day or two earlier, but you will 
also please the buyer because the bill of 
lading and draft will then surely be 


available upon arrival of the car. 


“You may forward your drafts 
direct to us and be confident the transac- 
tion will have prompt and efficient 
attention.” 


Serial Numbers Help 


Ir has been all too common during late 


| years for banks to assume that once 


a number series has been assigned to a 
type of record or an item of possible 
negotiable value, such as a cashier’s 
check, a bank has good control on the 
item in question. This has led in many 
cases to unnecessary use of serially 
numbered records with the accompany- 
ing restrictions that often follow from 
their use. Usually when items are num- 
bered they require inspection on coming 


| from the printer to insure complete 


sequence. They require careful account- 
ability for missing numbers, and, if the 
item or record being numbered can 
easily be duplicated, the whole virtue 
of numerical sequence may be vitiated. 

In such items as treasurer’s checks, 
letters of credit, and dividend checks, 
the importance of insurance of complete 


_ accountability, because of the money in- 


volved, makes numerical control quite 
essential. On the other hand, in the case 


| of pages of a bound ledger where date 
| sequence alone is adequate control, and 


in connection with security register 


| sheets where dates again are likely to 


| control, and in connection with ordinary 


receipts and advices given out by banks 
—either multiform or otherwise—num- 
bering has been overdone. 
Where it is used for the purpose of 
(CONTINUED ON PAGE 56) 
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NATIONAL SURETY TOWN 
Wore than a Legal Residence 


The law requires Fidelity bonds for many public and private trus- 
tees, guardians and others charged with financial responsibility. 


But thoughtful business men—experienced executives—do not need 
to be told that human nature is unpredictable, that men and women 
crack unexpectedly under temptation. They regard adequate 
Fidelity bonds as “life” insurance for business. 


National Surety representatives everywhere —themselves picked 
men—are selling Fidelity bonds and blanket bonds; plus protec- 
tion against burglary, forgery, and many other dangers. 


NATIONAL SURETY CORPORATION 


VINCENT CULLEN, PRESIDENT New Lork 


Copyright National Surety Corporation, 1937 
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NEW HEATING 
DATA AVAILABLE 


for realty maintenance and 
mortgage dept. executives 


Now ready .. . impartial perfor- 
mance records of approved Anthra- 
cite heating equipment. Also infor- 
mation of most recent developments 
in the heating field. 

This service, and other informa- 
tion gained through many years of 
heating research, are available to 
you through Anthracite Industries, 
Inc. 

It is a non-profit corporation, or- 
ganized to focus all the experience 
and service of the principal factors 
interested in extending the econo- 
mies and conveniences of Anthra- 
cite in home heating. 

You may have the personal help 
of an extensive field force of trained 
heating men, with all the accumu- 
lated experience of the Anthracite 
industry at their command. 

In addition, Anthracite Industries, 
Inc. maintains a fully equipped re- 
search and testing laboratory. Mak- 
ers of Anthracite equipment have 
long relied on it for accurate test- 
ing of equipment. Its staff of engi- 
neers cooperates in improving ex- 
isting equipment, and in developing 
new equipment. 
© Be assured, when you see the An- 
thracite Industries’ seal of approval 
on any equipment, that it meets the 
most rigid tests in the heating in- 
dustry. Let Anthracite Industries, 
Inc. help you. Let its seal be your 
guide in selecting equipment. 


ANTHRACITE INDUSTRIES, Inc. 
Chrysler Building New York 


(SEE ADVERTISEMENT ON OPPOSITE PAGE) 


Cennsylvania 
ANTHRACITE 


THE SOLID FUEL FOR SOLID COMFORT 


56 


OPERATIONS 
(CONTINUED FROM PAGE 54) 


convenience of filing without particular 
concern for missing numbers, that is 
another thing, and it is a desirable thing 
that the member of the staff of each 
bank who has charge of the accounting 
and audit control function go over his 
records pretty carefully to determine 
to what extent numbering is being done 
to no purpose except that of additional 
expense. 

Numerical filing systems, on the other 
hand, apart from the question of se- 
quential control, have virtue in some 
cases over the alphabetic systems. 
For example, in voluminous personal 
trust and custody record filing and in 
the filing of corresponding securities in 
the vault, a numerical system—even 
though it requires a cross-reference 
alphabetical index file—may permit of 
better utilization of vault space, and 
it is likely to avoid confusing similar 
names. 


Cash or Accrual? 


Unoer an accrual system of ac- 
counting, expenses and income are 
recorded respectively as the expense is 
incurred and the income due. Under a 
cash basis they are recorded as paid 
and received. 

The argument in favor of the ac- 
crual system is generally to the effect 
that it levels off the high spots and 
prevents wide fluctuations of earnings 
and expense, though in point of fact 
there are some items of income, expense 
and loss, concerning which an accrual 
system can make very little provision 
through the leveling process—commis- 
sions and security profits and losses, 
for example, legal expenses, extra com- 
pensation, and loan losses. 

It is generally conceded that the 
maintenance of a detailed accrual sys- 
tem is more expensive than a cash sys- 
tem of bookkeeping, and it becomes 
a matter of the type of business a 
bank has which will determine whether 
it should have an accrual system. Banks 
whose loans are generally made on a 
discount or prepaid interest basis will 
find an accrual system rather indis- 
pensable to avoid overstatement of 
earnings and the danger of paying out 
dividends on income which is booked 
but not collected. 

On the other hand, a bank whose 
expenses and income are paid and re- 
ceived more or less completely each 
month need not worry much about an 


‘accrual system. Where, for example, 


substantially all loan income is col. 
lected monthly by way of a charge to 
the customer’s account, and the invest- 
ment portfolio interest income is spread 
pretty well throughout the year, the 
cash system may be entirely adequate. 
Such a bank should, however, make a 
study to determine to what degree a 
true accrual system would show a differ- 
ent income and expense picture; where 
it finds that some items, such as Gov- 
ernment bond interest received and 
interest paid periodically on savings 
accounts, are substantially the only 
disturbing factors in the picture it can 
—in respect to the former—set up 
monthly an addition to the interest re- 
ceivable account until coupon collec- 
tion, and in respect to the latter a 
reserve for interest payable. 

That means a slightly modified cash 
system, and it may be said that there 
is no system that is strictly cash or 
strictly accrual. The lopping off of a 
few high spots may give a bank prac- 
tically all the benefits which the accrual 
system would yield without the likeli- 
hood of having to charge off anticipated 
interest income which is never col- 
lected. 


Well Aimed Advertising 


Aurnoucu it has long been said 
that if you build a better mouse trap 
the world will beat a path to your 
door, the modern merchandising genius 
qualifies such a statement by adding 
that you’ll have to tell the world about 
the mouse trap before any attention will 
be paid to you. Similarly, assuming that 
mouse traps are not a universal require- 
ment, it is necessary to tell those per- 
sons who want them about your prod- 
uct. This brings up the matter of bank 
specialty advertising, such as billboards, 
street car cards and match folders, all 
three of which mediums have been used 
by banks increasingly in recent years, 
but with rather uneven results. Some 
banks like such forms of new business 
promotion very much, while others 
consider them a waste of money. 

The reason for this difference of 
opinion probably lies in the use of the 
medium, rather than in the medium 
itself. Essentially, the highway bill- 
board and its little brother, the street 
car card, are means of mass contact. 
They reach large numbers of indiscrimi- 
nate individuals and hence the product 
or service offered must be of general 
rather than specialized appeal, if any 
worth while results are to be obtained. 

(CONTINUED ON PAGE 58) 
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Most modern basements are possible with clean automatic anthracite heating. Basements may be transformed into playrooms, 


workshops, or places to entertain. 


It isn’t accident that a vast majority of homes inthe Anthracite This seal appears on Anthracite equipment only after 
area are heated with Anthracite. It isn’t coincidence that the _# 44s passed the most rigid tests in the heating field. 


sale of modern.automatic Anthracite equipment is far greater 
than that of any other heating equipment. 


These two facts are evidence of the reasons why so many 
banks prefer Anthracite equipment in homes on which they 
hold mortgages. They know that Anthracite equipment greatly 
reduces initial cost and yearly maintenance. They know its per- 
manence adds security to the mortgage. Besides, rehabilitation 
costs can be pared. Any existing adequate Anthracite furnace 
or boiler gives automatic heat through the simple addition of . 
a thermostat upstairs. Or an all-season firing and ash disposal 
automatic Anthracite burner can be installed, if desired. 

Home owners and tenants are becoming more aware that 
modern automatic Anthracite equipment offers most modern 
heat. Anthracite is clean and sootless, odorless and safe. Its 
great economies are known to everyone. Its cost has steadily 


decreased, while other fuel costs have increased. Cennsylvania 


Anthracite Industries, Inc. is ready with practical help to 


banks and financial institutions, on problems of home heating AN T H RAC IT E 
affecting Anthracite. Write to ANTHRACITE INDUSTRIES, 


Inc., Chrysler Building, New York. 


(SEE ADVERTISEMENT ON OPPOSITE PAGE) 
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(CONTINUED FROM PAGE 56) 


The failure to recognize this fact has 
led many banks to abandon these medi- 
ums as worthless, which they are not, 
except for the promotion of certain 
products. The merchandiser of 50-cent 
cigars, for example, would hardly use 
billboards to advertise his wares. Not 
one person in a thousand seeing his copy 
would ever buy such a cigar. But the 
seller of a popularly priced cigarette 
finds billboards effective, for everyone 
that passes is a potential user. 


The same thing applies to banking. 
Copy designed to sell the trust depart- 
ment or to attract the large commercial 
account is wasted, nearly, on a billboard 
or in a street car, because not enough 
people use such services. But savings 
accounts and small loans are a subject 
for mass appeal. In their case the bill- 
board works well. 

For example, one New York bank 
had no appreciable success in attracting 
the public to its home loan department 
until it put its copy into the street cars. 
After that a steady stream of customers 
began beating a path to the bank’s 
door. Similarly, another institution 


Tactics 


EmBezz_ers, like termites, work from within with sinister secrecy. 
Both take their time. Both have infinite patience. Neither one ever 


announces his ruinous activities... 


only the crash does that. 


But, in banks and financial institutions, the seeds of dishonesty need 
not bring a harvest of disaster. Standard Accident of Detroit, through 
its intimate knowledge of surety, built up over years of experience, 
can adapt Fidelity Bonds and Bankers’ Blanket Bonds precisely to 


your peculiar needs. 


The technical knowledge of Standard’s trained men and the com- 
pany’s firm financial foundation, together, will defeat termite tactics. 
All forms of casualty insurance and bonding. Broad, liberal contracts. 


STANDARD ACCIDENT 


INSURANCE COMPANY 


Standard Service Satisfies ... Since 1884 


never got much popular response to its 
small checking account plan until it re- 
sorted to the street cars to advertise it. 
On the same front, the advertisement of 
savings accounts on billboards and the 
availability of personal loans on match 
folders have brought results which sur- 
prised the purchasers of the space. 
But it must be remembered that this 
kind of advertising, to be fully effective, 
must be specific. Banks that have tried 
to sell a service in general have often 
been disappointed. As an example, one 
bank using street car cards published 
over its name the picture of a house and 
the words “Housing Loans’. A com- 
peting bank, using the same street cars, 
announced that so much a month would 


| buy a house valued at $4,000. The first 


bank got little response, the latter a 


| very satisfactory one. Presumably the 


street car riding public couldn’t under- 


| stand the meaning of “housing loans” 


but grasped with little difficulty the 


| example in simple arithmetic. 


The same general principle applies in 


| the case of savings. Barks, which have 
| advertised savings, as such, have had 
| only a limited reaction, but others. 


stressing that a certain sum a week will 


| produce $500 in a given length of time, 


have found the public remarkably re- 


| ceptive. From this it appears that a 
| mass advertising medium, to be effec- 


tive, for banks must present bank 
service in the terms of a popularly 


| priced piece of merchandise. 


Applying Service Charges 


Ox CE a bank’s reasonable costs have 
been established, there are various 
ways of applying them in the analysis 
of customers’ accounts. Charts, by 
means of which, given the expense and 
balance factors, the resulting service 
charge may be quickly ascertained, are 
often helpful, though the number of 
charts in use may make for some con- 
fusion. A simple device is what might 
be called the unit method in the appli- 
cation of service charges. It is generally 
conceded that costs will fluctuate in any 
institution from day to day and month 
to month, but that over a long period, 
say of several years—assuming reason- 
able continuity of business volume— 
they will not vary much. Of course in 
a period of depression when volume !s 
down they are higher, and ina period 


| of country-wide prosperity when vol- 
| ume is great they are likely to be lower, 
| but in view of the day to day fluctua- 
| tions and changes in cost from period 
| to period it is not at all essential nor 
| desirable that costs be reduced to mills. 
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If, for example, a bank’s cost of han- 
dling checks paid varies between 2.7 
cents and 3.5 cents per check, it is both 
fair and common sense to apply a 3 cent 
cost. Again, if it costs the bank in the 
neighborhood of 9/10 cents to handle 
transit items, a 1 cent cost is fair. By 
the same token, if the cost of certifying 
varies between 8 cents and eleven cents, 
9 cents would be a fair average to use. 
Costs, therefore, can be established in 
multiples of the lowest item cost factor, 
and if a bank establishes the number of 
units of cost which on account of $100 
or $1,000 in balance may incur per 
month and still net the bank a fair re- 
turn, analysis can be made easily with- 
out the use of charts. 


It becomes then a question of ascer- 


taining the customer’s average cash 
balance each month, converting the 
activity cost of the account to total 
unit costs incurred, and comparing it 
with the units of cost that would be 


allowed with the balance maintained. | 


If the customer is using excess units he 


should be charged for them at a fair | 


rate. On the other hand, if the customer 
desires to know what balance he should 
maintain without the service charge it 
becomes a question of dividing the 


number of units of activity which a cus- | 
tomer has incurred during any period by | 


the number of units he would be allowed 
per $100 of balance. The result is the 


number of hundreds of money balance | 
which he ought to keep with the bank © 


to avoid service charge. 
The above method is essentially sim- 


ple and, while not particularly scien- | 
tific, it is reasonably accurate, easily | 


applicable and inexpensive. 


Audit Flexibility 


Axy bank which undertakes to have 
its audit department protect it against 
any and all types of error and _ ir- 
regularity will find itself attempting 
the impossible. It can’t be done. In the 
first place, an auditor should not be a 


checker. Every transaction of conse- 
quence should be checked in the se- 
quence of operation before income is 
collected, value transferred, or expense 
incurred. If an auditor were to check all 
operations the audit staff would be 
pretty nearly as large as the operating 
staff itself. 

In setting up a good audit program, 
not only will the experience of the bank 
in respect to error and irregularity be 
explored, but the possibility and conse- 
quences of future irregularity and major 
error will be explored in connection with 


the operative system and any changes) — 
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it which should be made. But the job 
is not complete when such exploration 
has been made and an economical and 
effective system of audit set up, inclu- 
sive of both the continuous and spot 
examination variety. A progressive 
banking institution is undergoing con- 
stant change in method, which will give 
rise to different audit requirements. 
Moreover, experience in the effective- 
ness of audit will establish whether or 
not it should be changed. Constant and 
continuous appraisal is necessary. The 
nature of errors disclosed by audit 
should be studied. If they are frequent 
they may disclose a weakness in operat- 


ing practice which should be adjusted. 
On the other hand, if experience dis- 
closes the incurrence through audit of 
considerable cost with disclosure of no 
error of consequence, it may well be 
that audit in the territory under con- 
sideration should be eliminated, re- 
duced or confined to an occasional test. 

A principle which is generally ac- 
cepted as sound is that apart from recon- 
ciliation of accounts—which is usually 
handled by the auditor—if at any time 
audit were discontinued the bank would 
still operate satisfactorily. In other 
words, audit should not be a part of, nor 
a crutch for, operation. 


The First National Bank 
of Chicago 


Statement of Condition June 30, 1937 


ASSETS 


Cash and Due from Banks, . ‘ 


. 


- $308,813,887.04 


United States Obligations—Direct and fully Guaranteed, 


Pledged — To Secure Public Deposits, 


To Secure Trust Deposits, 
Under Trust Act of Illinois, 


Other Bonds and Securities, 
Loans and Discounts, . é 
Real Estate (Bank Building), 
Other Real Estate, 

Federal Reserve Bank Stock, 


Customers’ Liability Account of Ancegemnnes, 


Interest Earned, not Collected, 


$227,405,559.41 

21,899,860.30 

25,464,206.5 1 
550,000.00 275,319,626.22 
70,842,680.63 
283,165,433.16 
6,908, 142.32 
1,783,470.29 
1,800,000.00 
2,027,218.18 
2,341,602.56 
225,212.40 
$953,227,272.80 


LIABILITIES 


Capital Stock—Common, 
Surplus Fund, ‘ 4 
Other Undivided Profits, 


Discount Collected but not Earned, 


Dividends Declared, but Unpaid, 
Reserve for Taxes, etc., 
Liability Account of Acceptances, 
Time Deposits, ‘ 

Deposits of Public Funds, . 


Liabilities other than those above stated, 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


30,000,000.00 

1,812,573.75 

825,461.35 

450,000.00 

2,772,919.00 

2,310,531.00 
$169,862,199.06 
615,501,816.36 

99,579,345.70  884,943,361.12 

112,426.58 

$953,227,272.80 


Monthly Repayments 


By FREDERIC C. MORSE 


was not very highly developed except among a certain 

class of institutions like the building and loan associa- 
tions and the automobile finance companies. The former 
probably originated it back in 1831 when the first building 
association in America financed a home for a lamp lighter in 
Philadelphia. 

In 1920 a group of prominent men in our community, 
most of them officers and directors of a local bank, met and 
organized a building and loan association so that people 
might save systematically and purchase homes on the 
monthly repayment plan. The idea seemed to meet with 
popular approval for the institution grew consistently year 
by year. People who had been paying for their homes on an 
annual or semi-annual plan transferred their loans over to us 
in order to get the advantage of the payment by the month. 
Later on, carrying out the idea of systematic saving and 
payments, the association installed a school savings system 
and the children in the public schoo!s were inculcated with 
it also. Each Tuesday morning the children, who really 
represent their parents, bring in their money and we now 
have over 9,000 such savings accounts in our building and 
loan. 


omen years ago the idea of monthly repayments 


LOAN FOR MANY NEEDS 


AS the association became more and more successful the 
idea came to the directors that if the monthly payment plan 
was good for the home owner it might be good also for the 
man who needed personal credit. We saw a field there which 
not only had large opportunities but fitted into and comple- 
mented the present scheme of our business. 

So our old group got together, just as they had years be- 
fore, and organized the Fidelity, a state bank, and again went 
to work to build up business in the new field. We told our 
home borrowers that if they needed $200 they did not have 
to go outside our walls to get it—that the same men who 
looked after their home loans would look after their personal 
loans and from behind the same counter. We told them that 
they could pay out their loans in 10 or 12 monthly repay- 
ments—just like they were paying out their homes. We 
warned them to stay away from the loan sharks. We showed 
them it was much better to borrow from us and pay their 
taxes than it was to let them become delinquent; also that 
it was good business for them to pay their grocer, landlord, 
doctor, etc. in cash and then pay us back by the month. All 
these things they could do at one bank. When they had fin- 
ished paying their personal or home loans or both we invited 
them to keep up their monthly payments and let us pay 
them interest for a while—in other words, start a savings 
account. 


HANDLING CHRONIC DEBTORS 


OF course, some of them abused their credit. The idea of 
borrowing and paying back only five, ten or fifteen dollars a 
month seemed so easy that the temptation to live beyond 
their salaries was too great. We had some customers who 
seemed to spend most of their time thinking up some excuse 
to borrow money. When we limited their credit they went 


60 


elsewhere. Before long they were head over heels in debt and 
“pooling their accounts” with the local retail merchants 
association. Other people seemed never to get out of debt to 
us. Before one loan was finished they were seeking another. 
We would reason with them telling them that while we were 
there to help them and lend them money we would like to 
see them get out of debt. We would sometimes stipulate that 
if we made this one more loan to them they must start a 
savings account and put in so much a month. Sometimes 
they would start saving but generally it would not last long 
—it was just not in them to be thrifty. We would finally 
come to the conclusion that this type of individual would 
always be in debt to somebody. 


CREDIT FOR MERCHANTS 


OUR next step in the extension of this type of credit was to 
the small merchant who handled goods most easily sold and 
paid for by the month. He would accumulate a volume of 
monthly payment notes—such as furniture and refrigerator 
notes—bring them to us and borrow up to 80 per cent of 
their total, paying us back by the month just as his custom- 
ers did. We would loan reputable merchants up to $10,000 
or $12,000 this way and the business was very profitable to 
us. Such a merchant appreciated the accommodation also as 
all he did was walk up the street to our bank and get his 
money whenever a new goods invoice came in that he wanted 
to pay cash for. Having obtained his new goods and paid cash 
for them he was ready to start over again. He was doing 
business on a cash basis, making money, and so were we. We 
bought a controlling interest in a small but well managed 
furniture business. Our help put them over and they made 
money from the start. We would lend them money on their 
furniture notes and their profits were surprising. Our backing 
made it possible for them to buy out furniture stocks at 
give-away prices. They would pay us back by the month 
as the stocks were liquidated. 

The bank would also make real estate loans that were 
absolutely safe but too small for the building and loan associ- 
ation to make on its regular long time plan. The borrower 
would pay us back on the old Title I F.H.A. plan in from 15 
to 30 months. This gave us a good return for our money and 
gave the borrower an inexpensive plan for his type of loan. 


AUTOMOBILE LOANS 


IT was with much trepidation that we started making car 
loans. For years banks had looked askance at such loans, 
letting the finance companies wax strong and powerful on 
their profits. But we finally came to it and they proved to be 
the best type of loans we had. We would handle all new cars 
of the popular makes and used cars not over two years old. 
If a car was over two years old the borrower must have an 
endorser. The main thing we had to watch was not to make 
our bank a finance company by getting too many automo- 
bile loans. 

Our service was now complete with the exception of check- 
ing accounts, which we did not want, but these will probably 
come later. With this one exception we do everything that 
a man needs in a financial way. Once we wrote an advertise- 
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ment paraphrasing in a way Shakespeare’s “Seven Ages of 
Man.” For example, we loaned a man the money to pay the 
doctor who brought a child into the world; we took his school 
savings each week when he was in the public schools, thus 
teaching him to save while he was still young; we loaned the 
young bridegroom money to get married on; we helped the 
couple buy the first car; we loaned them money to buy a 
home; etc., all on the monthly repayment basis. 

Our bank with a capital of $100,000 now lends each year 
four times its capital in the monthly payment type of loan. 
We pride ourselves on the fact that we have never made an 
unsecured loan in either institution. Our losses are therefore 
negligible. 

However, the reader should not get the impression that 
everything is as lovely as it has so far appeared to be. 
Monthly repayment loans require a larger office force and 
lots of hard work. No matter how careful we are in making 
loans, delinquencies creep in and we earn all the money we 
make. 

There is this difference between the usual 60-day loan and 
the 12 months personal loan—the former may cause a larger 
loss if it is not collected but the latter invariably causes a 
vastly greater amount of work, especially if the borrower 
hates to pay. If a banker does not like hard work we ear- 
nestly advise him to let monthly repayment loans strictly 
alone. 

Everything we have is monthly repayment—our two in- 
stitutions know nothing else. We believe it is best for our 
customer and best for us, whether he is saving or borrowing. 
Most men in urban communities are paid by the month and 
their whole financial set-up should be arranged on a monthly 
basis. Our whole business is built on this idea and we believe 
it good. 


Bank Women’s 


Convention 


hers Association of Bank Women, composed of women 
holding executive positions in banks and trust companies, 
will hold its 15th annual convention in Boston, October 8 to 
12. Headquarters will be at the Hotel Somerset. 

New England bank women, with Miss Susan B. Sturgis, 
assistant branch manager of the First National Bank of Bos- 
ton, as chairman of the general convention committee, are 
making extensive plans for the gathering. 

The association is national in scope, divided into eight 
districts with a regional vice-president having supervision 
over each. The national president is Miss Anne Houstoun 
Sadler, assistant secretary of the Bank of the Manhattan 
Company, New York City. Other national officers are: vice- 
president, Miss Mabel D. Robson, manager, women’s de- 
partment, First National Bank, Atlanta; treasurer, Miss 
Sarah J. MacLeod, director, home economics bureau, Society 
for Savings in the City of Cleveland; recording secretary, 
Miss Lillian M. Russ, assistant trust officer, Troy Trust 
Company, Troy, New York; corresponding secretary, Miss 
Mabel F. Thompson, director, service department, Union 
Dime Savings Bank, New York City. 

One of the features of this year’s convention program is an 
all-day discussion of the general subject “Commerce and 
Finance in Our Federal Reserve Districts.” Activities along 


these lines in each of the twelve districts will be described by 
bank women. * 
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Durable 
Copper and Brass 
in building 


INCREASE 


OPPER, BRASS AND BRONZE save upkeep for 

the houseowner, and, by preserving the useful 

life of the house, enhance its value as an investment. 
Such products as copper or brass water pipe, copper 
sheet metal work, Everdur Metal hot water tanks, bronze 
screening and bronze hardware cost so little more than 
temporary, rustable metal that, in terms of service ren- 
dered per year, per dollar, they are far more economical. 


Anaconta 
Copper & 


THE AMERICAN BRASS COMPANY 
General Offices: Waterbury, Conn. Offices and Agencies in Principal Cities 
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Your unknown friends 


Perhaps you must close a big deal, or get the doctor. 
Whatever your need, about 300,000 Bell System 
men and women are ready to help. 

You probably know some of them as good neigh- 
bors. Though you’ve never met the other thousands, 
they too will do everything possible for you. 

To all telephone users, the Bell System gives 
the same full measure of helpful service. And 
seeks to do it always as a friend. 


A request on your bank letterhead will bring you promptly samples 


Hammermill Safety and specimen checks in bank and commercial style 


HAMMERMILL PAPER COMPANY . ERIE, PENNSYLVANIA 


Better Homes at 
Lower Costs 


HE Home Builders Guild, through 
which leading operative builders will 


| seek to cut costs of home ownership and 
| construction and to maintain standards, 
_has been formed as a branch of the 


| National Association of Real Estate 
| Boards. 


In furtherance of its principal objec- 
tives, the establishment of standards 
and the lowering of costs, the Guild wil] 


| carry on a search for better building 
technics and will stand for home pro- 
| duction in accordance with sound archi- 


tectural principles. Cooperative buying 
and collective bargaining of the busi- 
ness interests represented in the Guild’s 


| membership, said an announcement, 
| “become possibilities that may be ex- 


pected to be of interest to all the other 
elements within the industry.” 

The new organization has authority 
“to identify to the public those home 


| builders who have proved their compe- 
| tence.” 


“ Applicants for admission must agree 


| in writing that they will build and sell 
| homes only of the best material and 
| workmanship consistent with the price 


classification in which they come. Fail- 


| ure to maintain such standards will 


be grounds for expulsion. An admissions 
committee will investigate the appli- 
cant’s experience and performance in 
home building, and only individuals, 
firms or companies showing adequate 
experience and a good record are to be 
recommended for election, which is by 
the governing council.” 

Under conditions to be established 
by the council, members may display 
their certificate of membership in con- 
nection with their business. 

“The Guild,” said the Association’s 


| announcement, “should be an influence 


toward stabilization of home building 
activity which, although it has made 
such gains in the past few years that it 
now constitutes 35 per cent of all con- 
struction going on in the country, has 
recently been halted in many cities by 
rapid rise of construction costs. These 
have shot up notably since the begin- 
ning of the present year.” 

Charles S. Wanless of Springfield, 
Illinois, chairman of the Land Develop- 
ers and Home Builders Division of the 
Association, is president of the Guild. 
Standing committees include a commit- 
tee on materials and another on designs. 
Exchange of experience is to be an 
important activity. 
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KAI 
BELL TELEPHONE SYSTEM a 
ASAFETY 
Just as a man is known by the company he keeps, | ; 
so a bank is judged on its many points of contact ‘ 
P. 
with the public. One of these is the checks you | ; 
supply your customers. It is a mark of sound judg- | : | 
_ment to print your checks on Hammermill Safety. 4a ; 
of 
62 


AND THE 


WO questions relating 

departments are facing 
today. How to cut accounting cos : 
as trust business increases . . . anc 
how to have all records posted up-to- 
date each day, in clear, legible form. 
Here is the tested solution. 


Posting 5 Trust Records pobicowes 
time with Remington Rand “85 


of 
Compare your present method 
wi i ra- 
accounting with the simple ope : 
tion of this machine! At one 
and in one operation you post a 
the following records: 


inci ; (investments 
(1) Principal statements (inves 
and cash); (2) Principal ledger (in- 


OK: 4 from Remington Rand 


ILITY 
AND FULL RESPONSIB 
OVI COMPLETE INSTALLATION 

NES AND SYSTEMS EQUIPMENT PROVIDING CO 

OF OFFICE MACHI 

MANUFACTURERS OF ALL TYPES O 
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ANSWER 


stments 
vestments and cash); (3) 
by trusts; (4) Investments by security; 
Sts, 

(s) Principal journal. 


ic are all 
Not only can the “85 
rds simultaneously, with th 
five records simu ec 
verfect legibility of electrified | ae 
ie but it also prevents errors he. 
proving posted figures automaticall 


Free accounting analysis 


Find out how much the ee 
electrified Model “85” can seotoe 
your bank, in the trust —— 
and other departments 
Remington Rand for a free, a rors 
tic accounting analysis or 


Remington Rand Inc., Buffalo, N.Y. 


ONLY REMINGTON RAND 
GIVES YOU ALI THESE FEATURES 
IN ONE ACCOUNTING MACHINE 


1. Complete electrification 

numeral keys and of carriage. 
2. Complete flexi 
extra accumulati 


of all alphabet. 


bility of registers 
ons without rebui 
placing machine. Additional regis 
only by length of Carriage, 

3. All registers visible for colu 
lation and cross-computation. 
equipped with dir 
contra-entries within specific column, and in- 
stant correction of errors, 

4. Complete automatic tabulation from col- 
umn to column. 

5. Complete vis 
easy checking of 
6. Automatic 
entry provides 


7. Independent 
to 


providing 
Iding or re- 
ters limited 


accumu- 
All registers 
n, providing 


ibility of wri 
each entry. 


line proof of each 
instant audit. 


control of each related form 
prepared simultaneously, 
Uniform legibility of all records, 


Made by Remington Rand Inc., Buffalo, 


Y., the only single manufacturer who can 
supply complete trust accounting systems 
and assume complete responsibility, 


ting line permits 


individual 


TO CUT ow TO HAVE CLOSER 
ACCOUNTING § RECORD CONTROL IN TH 
‘| 
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Demagogy’s Nine Lives 


RITING in The Public Opinion 

Quarterly, Glenn Griswold, editor 
of Business Week, notes three basic mis- 
conceptions that seriously hamper the 
science of public relations, “if it be a 
science.” 

“These errors,” he says, “are almost 
universal and yet seldom discussed and 
almost never corrected. They are: the 
assumption that a favorable attitude in 
the cycle of public opinion toward busi- 
ness will solve public relations problems 


automatically; the vain but widespread 
hope that some era of goodwill growing 
out of economic conditions will recover 
ground previously yielded to socializing 
tendencies; and, lastly, the notion that 
having licked a demagogic movement 
the thing is dead and ready to be buried 
permanently.” 

Too many business leaders, the arti- 
cle concludes, “assume that the swing 
of the pendulum of public opinion will 
bring permanent peace to a troubled 
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Can a Safe Loan be 


made on Past Due 
Accounts ? 


Can your commercial loans be perfectly safe unless the 
manufacturers’ or merchants’ receivables are likewise safe? 


If your customer is protected by Credit Insurance, you 
do not have to scrutinize, or question, or concern yourself 
about the condition of his open accounts — how many 
are past due, or even hopeless. 


You are assured that receivables are worth 100 cents on 
the dollar — that potential credit losses are adequately 
covered. Moreover, protection for the bank may be written 
into the credit insurance policy —the proceeds made 
payable to your institution. 


Many banks advise borrowers to insure their credits; 
some banks insist that they do so, as a measure of protec- 
tion to borrower and lender, alike. 


Any American Credit representative will gladly explain 
to you why it is desirable for you to follow the example of 
other bank executives, who incorporate in their financial 
statement blanks, the question: “‘Do you carry Credit 
Insurance?”’ 


American Credit Indemnity Co. 


OF NEW YORK J. F. McFADDEN, President 
Chamber of Commerce Bldg., St. Louis, Mo. 
Offices in all principal cities of United States and Canada 


world, that a restored conservatism on 
the part of the people will reverse the 
trends of the recent past, and that the 
menace of mass radicalism has been 
removed by the seeming destruction of 
particular movements. They forget that 
with the next downward turn of the 
cycle a new crop of restless leaders, bet- 
ter trained than any of their forebears 
will stand ready to put a new technique 
to use in the manipulation of modern 
machinery of propaganda. 

“We would seem to be justified in the 
assumption that sane and constructive 
attitudes can be created, that public 
opinion can be made to constitute a 
positive and creative force. The busi- 
ness leadership that is going to bring 
this about is not now apparent but it 
must be developed. The experience of 
the last five years certainly should im- 
press upon the business mind the tragic 
impossibility of trying to fashion or 
guide public opinion in such an ava- 
lanche of desperation as takes place ina 
great panic. The time to do the guiding 
is when the public is a little more sus- 
ceptible to reason. However long the 
present upward turn of business may 
last, this is the time when preparation 
and planning of public policy are des- 
perately needed. With the next turn of 
the wheel, the time will come again 
when every industry will need friends.” 


PENNSYLVANIA 


D. J. Leopold, vice-president of 

the First National Bank, Leb- 

anon, is the new president of 

the Pennsylvania Bankers As- 
sociation 
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THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, June 30, 1937 


RESOURCES 

CasH AND DuE FroM BANKS ...... $ 685,719,656.00 
U. S. GovERNMENT OBLIGATIONS, DIRECT AND FULLY 

OrHerR Bonps AND SECURITIES .. . 160,690,742.31 
Loans, Discounts AND BANKERS’ 809,978 015.46 


$2,426,554,424.64 


LIABILITIES 
Funps: 


CapitaL Stock . ... .. $100,270,000.00 
Unpivipep Prorirs ......+e«.- _27,949,972.58 


$ 228,489,972.58 
RESERVE FOR TAXES, INTEREST, ETC. . . . ...... 1,810,642.17 
LiaBiLity As ENDORSER ON AND » BILLs . 8 262,300.92 


$2,426,554,424.64 


United States Government and other securities carried at $197,410,591.49 are pledged to secure 
public and trust deposits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
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HE only difference between a highly 

paid executive and a poorly paid 
clerk is that the executive is paid for 
what he knows and the clerk for what he 
does. In business a person is worth what 
he is worth from the shoulders up and 
not from the shoulders down. One of 
the greatest geniuses of modern times, 
Steinmetz, of the General Electric Com- 
pany, was a dwarfed cripple from his 
shoulders down—but what a giant from 
his shoulders up! 


It Pays to Read 


In order to keep pace with changing 
times, it is necessary for all who desire 
to progress to be continually learning. 
The world’s most successful men in any 
line of endeavor, whether business, the 
arts or the professions recognize this 
and continually are improving their 
knowledge of their chosen fields. 

There are more facilities for acquiring 
knowledge now than ever before in the 
world’s history. Banks as a class are 
outstanding in placing such facilities 


Cash on Hand and Due from 


United States Government Obli- 
gations, direct and/or fully 


Other Securities . . . . 
Stock in Federal Reserve Bank . 
Loans and Discounts 
Real Estate Mortgages . . . 
Overdrafts 


Real Estate (24 Branch Bank 


Accrued IncomeReceivable— Net 


Customers’ Liability Account of 
Acceptances and Letters of 


TOTAL RESOURCES . 


Deposits: 


U.S. Government. . . . 
Treasurer—State of Michigan 
Other Public Deposits e 


Capital Account: 

Preferred Stock (Paidin) . . 

Common Stock (Paidin) . . 

Surplus (Paid in $5,000,000.00 
—Earned $2,500,000.00) . 

Undivided Profits (Paid in 
$2,500,000.00—Earned 
$3,115;722:-62) . « 


NATIONAL BANK 
OF DETROIT 


Statement of Condition, June 30, 1937 
RESOURCES 


LIABILITIES 


Commercial, Bank and Savings $354,334,347.66 


«© « $142,153,024.76 


198,875,851.07 


8,493,547.99 
62,408,973.62 
8,201,845.87 
11,453.84 
797,028.10 
957,122.82 
2,081,704.33 


« « « $424,655,552.40 


5,212,073.15 
13,567 ,880.67 
20,075,681.76 393,189,983.24 


10,000,000.00 
5,000,000.00 


7,500,000.00 


5,615,722.62 28,115,722.62 


Reserve for Common Stock Dividend No. 6, pay- 
able August 2,1937 . . «© 


Our Liability Account of Acceptances and Letters 


TOTAL LIABILITIES .... . 


250,000.00 
1,018,142.21 


2,081,704.33 
$424,655,552.40 


United States Government Securities carried at $21,735,000.00 
in the foregoing statement are pledged to secure public and 


trust deposits and for other purposes required by law. 


Member Federal Deposit Insurance Corporation 


within the reach of their personnel. 
They subscribe for and receive many 
services. The American Bankers As. 
sociation and the state associations are 
continually sending out the results of 
research in different lines. These things 
cost money. Magazines and services 
cost thousands and thousands of dollars 
to issue and distribute. None of them 
have any value unless they are used by 
recipients, yet frequently they reach a 
subscribing bank and after being hastily 
scanned by a few are filed underneath a 
table or among the archives in the cellar, 

Those who do use them, however, 
will be the ones to become the leaders, 
There is a lot of truth in the poem of 
Longfellow which reads: 


“The heights by great men reached and kept, 
Were not attained by sudden flight, 

But they, while their companions slept, 
Were toiling upward in the night.” 


When people complain that they work 
long hours during which they do many 
things for very little pay, while the 
executives work short hours and seem- 
ingly do little for very large pay, it 
shows they have not realized the truth 
of this extract from the poem “The 
Ladder of St. Augustine’. 

Machinery may replace physical 
labor, as it has been rapidly doing for 
the past century, but machinery can 
never replace knowledge. _ E. S. W. 


NORTH DAKOTA 


The new president of the 
North Dakota Bankers Associ- 
ation is Arthur L. Netcher, 
president of the Farmers Trust 
Company, Fessenden 
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Better Times for Real Estate 


TATISTICS gathered by the Na- 

tional Association of Real Estate 
Boards in its 29th semi-annual survey 
of the realty market reveal, among 
other information, price advances over 
a year ago, greater activity, a gain in 
office rents, an increasing scarcity of 
houses for rent, and brisker sales of 
home sites. 

The survey, covering 256 cities, also 
showed that money was seeking mort- 
gage loans in 73 per cent of the reporting 
communities, while loans were seeking 
capital in 11 per cent, 16 per cent being 
in equilibrium. In the last previous sur- 
vey, which embraced 253 cities, capital 
was seeking investment in 75 per cent 
of the places and borrowers sought ac- 
comodation in 14 per cent, the equilib- 
rium percentage being 11. 

The recent study further disclosed 
that 6 per cent was still the most com- 
mon interest rate for first mortgages on 
new single-family homes. Fifty-nine 
per cent of the replying cities checked it 
as the rate most used, whereas six 
months previously 64 per cent had 
named the 6 per cent level. Rates of 7 
per cent or higher were cited in 10 per 


cent of the cities. Only 2 per cent 
checked 4% per cent as common, and 
none named a lower rate. 

General findings of the survey in- 
clude the following points: 

1. Real estate prices are higher than 
a year ago in 84 per cent of the cities. In 
63 per cent the rise has amounted to 10 
per cent, while some increases have been 
15 and 20 per cent. 

2. There is practically no remaining 
over-supply of single family dwellings. 
An under-supply exists in 73 per cent of 
the cities, and a prospective shortage 
was reported in an additional 19 per 
cent. Shortage of apartment space was 
noted in 58 per cent and a prospective 
shortage was indicated by an additional 
16 per cent. 

3. New home construction has brought 
a definite acceleration in the sale of 
home sites, but comment from city 
after city was to the effect that the re- 
cent rise in building costs, including 
materials and labor, was so great as to 
discourage new building. 

4. Rents for business space in central 
districts are higher than a year ago in 
78 per cent of the cities reporting; no 


city reported lower rates. Space in out- 
lying business districts is bringing 
higher rents in 56 per cent. 

5. Office space, which has been slower 
to recover, is now beginning to advance. 
Downtown office rents are rising in 43 
per cent of the cities, whereas a year ago 
only 28 per cent showed an uptrend. 

6. Apartment rents are higher than 
a year ago in 87 per cent of the com- 
munities, and rents for single family 
dwellings are up in 90 per cent. 

Over-supply of business space was 
reported by 14 per cent and an under- 
supply by 18 per cent. Of greater signifi- 
cance is the fact that 82 per cent of all 
cities of over 500,000 population had an 
over-supply and only nine an under- 
supply. No city of over 200,000 foresaw 
a shortage in business buildings. 

Olny one municipality showed a 
downward movement in residential 
rents. All the cities of over 500,000 pop- 
ulation reported that these rents were 
higher than last year for all types of 
accomodation surveyed. In the North 
Central and Great Lakes regions about 
one-fourth of the communities said 
residential rents were stationary. 


How to change your washroom 
service from a liability to an asset 


Hiene’s an easy inexpensive way to convert your washroom service into a tangible asset. 


Install Ivory Soap Dispensers. These modern, gracefully designed dispensers make the 
frequent task of washing face and hands during business hours actually pleasurable. For, 
unlike ordinary dispensers, Ivory Dispensers deliver honest-to-goodness soap—pure, 


gentle, rich lathering Ivory Soap. 


Ivory Dispensers will spruce up your washrooms 
surprisingly yet cut your soap costs materially. 
You'll find the complete story of these satis- 
faction-assuring dispensers in a folder which is 
yours for the asking. 


PROCTER & GAMBLE 


Industrial Soap Dept. B K 
Cincinnati, Ohio 


Ivory Soap 
DISPENSERS 


Ivory Dispensers deliver genuine Ivory Soap in fine, free- 
flowing fakes or granules. Each is a self-contained soap dis- 
pensing unit. No parts to rust, tarnish or corrode. Low in 
first cost and in upkeep. 
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REPORT by the committee on 
state and local taxation of the 
Chamber of Commerce of the United 
States outlines methods that have been 
used successfully by local governments 
in coping with their debt problems. 
The committee urges that all means 
be employed toward effective debt con- 
trol, but says it has no illusions as to 
the universal efficacy of statutory 
methods; there is no lega] substitute for 


Cash and Due from Banks 


Unpledged .... 
matures within two years) 


Real Estate Owned . 
Loans and Discounts 
Accrued Interest . .. . 


Other Assets 


Capital Stock—Common . 

Undivided Profits 

Reserve for Contingencies 
Accrued Interest and Expenses . 


Acceptances and Letters of Credit . 
Less Amount in Portfolio 

Trust Funds and Public Funds . 
Other Demand and Time Deposits 


THE 


NATIONAL CITY BANK 
OF CLEVELAND 


City 

1345 


STATEMENT OF CONDITION JUNE 30, 1937 


RESOURCES 


United States Government Obligations 
(Direct and Fully Guaranteed) 


Pledged to Secure Trust Funds and Pub- 
Other Securities (of which $6,851,373.00 


Capital Stock of The National City Building Co. 
Customers’ Liability on Acceptances and Letters of Credit 


LIABILITIES 


Deferred Credits and Other Liabilit 


3,063,000.00 
1,086,612.01 $11,649,612.01 
1,896,503.43 
148,377.91 

$5,499,889.31 
71,475.67 5,428,413.64 

$8,968,642.91 
130,355,280.89 139,323,923.80 
$158,569,391.69 


Member Federal Deposit Insurance Corporation 


Municipal Debt Control 


common sense in debt management. 
Municipalities that insist on incurring 
exceedingly heavy indebtedness, says 
the committee, “probably will succeed 
in doing so regardless of the legal re- 
strictions placed upon them, if their 
desire is strong enough and if buyers 
of their bonds can be found.” 

“In the last analysis,” the report 
states, “effective debt control is the 
province of the investor and the tax- 


% 


$45,961,331.61 


$37,416,008.78 


9,757,330.24 47,173,339.02 
16,961,900.56 
2,250,000.00 
131,126.16 
40,170,987.81 
355,658.88 
5,428,413.64 
136,634.01 
$158,569.39 1.69 


7,500,000.00 


payer quite as much as that of the 
public official. To safeguard the quality 
of municipal securities in his portfolio 
the investor must insist upon proper 
standards of fiscal management and 
carefully scrutinize his municipal pur- 
chases. If taxpayers are not vigilant at 
all times with respect to debt incurrence 
and financial management, and on the 
alert to prevent unwise disbursements, 
they mdy expect a heavy tax burden 
for interest and debt retirement, and 
other expenditures.” 

Examination of the major defects in 
the debt limitations now in use, it is 
pointed out, leads to the conclusion 
that no one method or formula is satis- 
factory as a means of dependable and 
effective control in all situations and 
in all communities. There must be re- 
liance on several methods of control 
which, operated together, may be ef- 
fective where any one method would 
fail, the committee contends. 

“That there is real need for more 
efficient control,” it explains, “is evi- 
denced by the imprudent fiscal prac- 
tices of many local communities in 
recent years which have led to definite 
and other acute financial situations. 
Many local governments have assumed 
debt charges which consume more than 
a third of their current revenues. There 


WASHINGTON 


The new head of the Washing- 
ton Bankers Association is 
Fred M. Roberts, who is pres- 
ident of the First National 
Bank of Redmond and of four 
other banks in the state 
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have been frequent failures to retire 
indebtedness within the useful life of 
the improvements which give rise to 
the indebtedness.” 

As a first step in any program of 
debt control, the committee stresses 
the necessity of long-range, systematic 
fnancial planning. It is generally agreed, 
the report states, that governmental 
ynits should plan their finances in ad- 
yance for a term of years, in order that 
the construction of various anticipated 
public improvements may be financed 
in an orderly and economical manner, 
and in correlation with current expendi- 
tures for operations. 

In furtherance of a program of finan- 
cial planning, the committee offers 
these suggestions: 

Local governments should plan in 
advance for the construction and fi- 
nancing of projected improvements. 
Such plans should take cognizance of 
trends in city growth and development, 
and of the probable need for improve- 
ments. The improvement program should 
be correlated with the current spending 
program of local government. 

Pay-as-you-go instead of bonds should 
be used to finance all improvements of 
a recurring nature, and there should be 
greater reliance upon current revenues 
for paying the cost of non-recurring 
expenditures. 

Debt should not be incurred when it 
will increase debt-service charges to a 
point where they consume more than 
25 per cent of dependable current rev- 


ALABAMA 


H. A. Pharr, vice-president and 
trust officer of the First Na- 
tional Bank, Mobile, is the 
new president of the Alabama 
Bankers Association 
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enues. The percentage often should be 
lower. 

Serial bonds should be used whenever 
practicable. 

Debt maturities should be so sched- 
uled that each issue matures in approx- 
imately equal amounts each year. 

Term bonds may contain provisions 
permitting retirement each year in an 
approximately equal amount. 

Callable issues of bonds may be ad- 
vantageous under certain conditions, 
particularly in periods of high interest 
rates, but caution should be exercised 
in the issuance of this type of security 
in view of marketing obstacles. 


As a second major step, the commit- 
tee believes “specific. limitations upon 
the power to incur debt can be, if prop- 
erly devised and used, effective in 
controlling local indebtedness. The fault 
with present limitations of this type 
lies principally with their application 
and administration. It is believed that 
a system can be devised which will be 
workable, if used in connection with 
financial planning, and with some form 
of state assistance to local governments 
in their fiscal administration.” 

States may well consider revision of 
their restrictions upon local debt incur- 
rence, the committee advises. 


LET'S TAKE A LOOK INTO YOUR CLIENTS’ 


@ Your clients carry insurance against many different contingencies 


... or ought to! And it’s all based on what might happen in the future. 


Maybe things in their plants or properties have undergone a change, 


so that new or different contingencies must be guarded against. Why 


not let Lumbermens’ experts take a look into the future with you ... 


to see that your clients’ present casualty insurance covers every- 


thing it should and nothing it shouldn’t? There’s no cost or obli- 


gation. Just send the coupon or phone the nearest representative. 


LUMBERMENS MUTUAL CASUALTY COMPANY 


SAVE WITH SAFETY IN THE “WORLD’S GREATEST 


Other Companies Under 
The Same Management 


American Motorists Insurance Company 
Nationa. Retailers Mutual Insurance Company 
Federal Mutual Fire Insurance Company 
Glen Cove Mutual Insurance Company 


AUTOMOBILE MUTUAL” 


LumspermMens Mutua Casuatty Company 
Mutual Insurance Building, Chicago, III. 


Please tell me how your survey may save 
money and improve protection. B-5 


Name 
Address 
City 


r 
t 
n 
d 
4 
i- 4 
e 
d 
n 
e 
| 
| 
| 
| 


NQUESTIONABLY it is sound and services, have priced them at a 
business practice to discontinue reasonable figure, but have made little 
any service which proves itself to be or no actual effort to advertise and sell 
unprofitable after a determined effort them. 
has been made to sell it at a price that It is difficult to imagine, say, a suc- 
is fair and reasonable to both buyer and cessful department store stocking a 
seller. product and then, without advertising 
However, it is generally conceded it, expecting the public to come and 
that most banks have erred in not ac- buy it. Yet many banks have done just 
quainting the public with the services that regarding trust and other facilities. 
they can furnish. They have developed In the past, some banks have even 
valuable banking and trust facilities gone into the cut-rate business, hoping 


Cumulative Trust Promotion 


AN UNBROKEN RECORD 
OF PROTECTION AND 
PROFITS FOR BANKS 


—LAWRENCE SYSTEM field warehousing 


For the more than 21 years of were ever attacked or if we failed to 
LAWRENCE SYSTEM operation, our establish and maintain bailment, or 
warehouse receipts have withstood _ if we failed in any other way to live 
every test for validity and security up to our legal liability as warehouse- 
against third-party claims. They have men. This policy is continuously in 
proved wholly adequate protection force, yet no bank has ever had to 
for loans under hundreds of cases of avail itself of this added safeguard. 
receivership and bankruptcy. 


Best of all is the fact that this 

Moreover, LAWRENCE SYSTEM superior service costs your bank 
operations go beyond all legal re- nothing. It can be used in connec- 
quirements. A million-dollar insur- tion with almost any commercial 
ance policy, the largest of its kind account. For information on specific 
ever issued, is carried for the benefit problems, consult Dept. B-10 of our 
of banks holding LAwRENCE SYSTEM nearest office. And write for free 
warehouse receipts. You would be copies of the explanatory booklet, 
fully protected by this insurance if ‘“Warehouse Receipts as Collateral.” 
the validity of our warehouse receipts 


Creating Commodity Paper A gainst I nventory 


A. T. Gipson, President 
Member: AMERICAN WAREHOUSEMEN’S ASSOCIATION— Since 1916 


NEW YORK: 52 Wall St.*e CHICAGO: One North LaSalle St.* BUFFALO: Liberty Bank Building 
BOSTON: 49 Federal St. KANSAS CITY, MO: Commerce Trust Bldg.e DALLAS: Santa Fe Bldg. 
HOUSTON: 601 Shell Bldg.» LOS ANGELES: W. P. Story Bldg.» SAN FRANCISCO: 37 Drumm St. 
FRESNO, CALIFORNIA: 2030 Anna Street * PORTLAND, ORE: U. S. National Bank Building 
SPOKANE: 155 South Stevens * SEAT1LE: 1014 Fourth Avenue South * HONOLULU, T. H. 
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to attract trust business from their 
competitors by offering to handle it at a 
reduced rate, when an intelligent, ag- 
gressive and continuous advertising 
effort would have yielded infinitely more 
new business at a more profitable price. 

The need for trust service is undeni- 
able and there are few cities and towns 
which do not have enough potential 
business to make it profitable if handled 
properly and in volume. The trouble 
has been that the banks have not made 
the public “trust conscious.” Rather 
than attempt to do so, many of them 
are discontinuing such services as “a 
needless item of expense.”’ 

One of the reasons most frequently 
advanced for failure in this direction is 
that small town and suburban banks 


cannot successfully compete with large 
city banks in the trust field. 

This contention is disproved by the 
successful operation of a trust depart- 
ment by a suburban bank in a medium- 
class residential section on the outskirts 
of a large city. There are three very 
large trust companies in the city and a 
number of smaller ones, so that this 
suburban bank has had plenty of com- 
petition. 


CERTIFIED ON CHECKS...LAWRENCE ON WAREHOUSE RECEIPTS 


For some years, the trust department 
in question had stagnated. The business 
that chanced to come its way was 
handled by a part-time trust officer and 


MAINE BANKERS 


H. Nelson McDougall, presi- 
dent of the National Bank of 
Commerce, Portland, is the 
new president of the Maine 
Bankers Association 
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By A. PATTERSON FIRTH 


trust funds hovered around $1,000,000. 

Growing interest in trust work made 
the trust officer determined to develop 
the business aggressively, and he ob- 
tained a small advertising appropriation 
for this purpose. 

First, a hand-picked list of likely 
trust patrons was formulated. Using 
the township list as a basis, he cross- 
checked with telephone subscribers, lo- 
cal club and association rosters and 
with lists submitted by the bank’s 
officers and senior employees. Taking | 
some weeks in preparation, this list of | 
approximately 1,200 was as near per- 
fect as possible in covering every likely 
prospect in the township. 

An introductory letter was the first 
of a series of monthly mailings to the 
entire list. Most of the messages were 
in printed form and all of them were 
specially prepared to accent the ad- 
vantages of local and individual trust 
service. This effort was augmented by 
limited newspaper advertising (one or 
two each month) and by the trust 
officer addressing Rotary, Kiwanis and 
business men’s groups and women’s 
cultural societies. No actual individual 
solicitation was attempted. 

This monthly mailing effort was con- 
tinued without interruption for five 
years, using the same list with necessary 
deletions and additions; and a steadily 


MINNESOTA 


The new president of the Min- 

nesota Bankers Association is 

H. C. Matzke, cashier of the 
City National Bank, Duluth 
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increasing number of wills on file was 
the result. The first year brought in 56; 
second year, 70; third year, 113; the 
fourth year, 122, and the fifth year, 
143; a total of 504 wills with an esti- 
mated estate value of approximately 
eight and one-half million dollars. No 
definite record of life insurance and 
other trusts obtained during the five- 
year period is available, nor of the living 
trust and agency business. 

During the period, trust funds in- 
creased from $1,300,000 to $4,000,000, 
and, in the last year, net profits from 
the department furnished the necessary 
funds for the bank’s dividend when the 


earnings of the banking department 
were negligible. 

An interesting occurrence stands out 
as proof of the educational and cumula- 
tive advantages of consistent and con- 
tinuous trust advertising. A man came 
to the trust officer’s desk with an intes- 
tate law folder which had been mailed 
to him 34 months previously, and said 
that it had so impressed him that he 
had kept it. The latest folder, received 
by him the day before his call, had made 
him dig out the intestate folder and 
come to the bank right away. He named 
the bank as executor and trustee of his 
estate of approximately $85,000. 


ROBERT V. FLEMING 
President and Chairman of the Board 


The Riggs National Bank 


OF WASHINGTON, D. C. 


welcomes the opportunity to be of service to 
bankers and their clients in the 


Nation’s Capital. 


Complete Banking and Trust Service 


GEORGE O. VASS 
Vice President and Cashier 


Resources over $100,000,000 


Member Federal Deposit Insurance Corporation 
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Rickety Foreclosure Laws 


MPHASIZING the need for uniform 
foreclosure statutes in the 48 states, 
Horace Russell, general counsel of the 
Federal Home Loan Bank Board, said 


lic and by mortgage holding companies. 
Such a law, he said, “should provide for 
reasonably prompt foreclosure at rea- 
sonable cost, and at the same time give 


terized by Mr. Russell as “a form of 
legalized waste.” 

“New York State is the most dis. 
tressing in the United States,” he said. 


recently that archaic and involved laws full protection to the mortgagor.” It “The statute there provides no protec- at 
in force in many states did not protect could provide “more adequate protec- tion to the borrower in distress. We have was 
the borrower in distress and wasted mil- tion to all parties in the mortgage itself seen innumerable thousands of individ- ) 
lions of dollars in unnecessary proce- and save many dollars on each transac- ual home owners and farm owners sold edu 
dures and regulations. tion.” out during the depression under a fore- tut 
Mr. Russell suggested that a uniform Many of the present regulations ef- closure system which is expensive, which bui 
statute would be welcomed by the pub- fective in several states were charac- invites early foreclosure, and which the 
2 invites mortgagees to seek deficiency In: 
judgments. All 
7 / A MILLSTONE cat 
ca 
“THE situation in many of the states | 
| iV F STO C K is so backward that liberal financing of as 
new homes is being deterred substan- ali 
N AT | 0 N A [ BR AN K tially. What sensible mortgagee will lend it 
7 liberally when he knows that he must m 
of Chicago spend considerable cash to realize upon st: 
UNION STOCK YAR::; his security, and at the same time must 
B suffer a delay which results in the ac- at 
‘AR cumulation of taxes, insurance and in- ts 
terest on his investment?” 
STATEMENT OF CONDITION i The public, Mr. Russell added, is not - 
sufficiently aware of “the evils inherent 
in the foreclosure laws’’. He suggested 
JUNE Po that civic groups and clubs study con- b 
BOARD OF DIRECTORS ditions in their respective states in order . 
caiedinaene a PRINCE that efforts might be made to effect p 
paeidceenimpesmeme changes in state laws by the legislatures. G 
ROBERT J. DUNHAM JAMES A. McDONOUGH 
Investments Investments, Boston k 
GEORGE F. EMERY WILLIAM J. O'CONNOR e 
Vice-President General Manager, Union 
RICHARD HACKETT Stock Yard & Transit Co. 
General Manager, Central 
Manufacturing District DAVID H. REIMERS GEORGIA t 
President 
ORVIS T. HENKLE Walter S. Cothran, vice-pres- . 
Vice-President and General CLYDE H. SCHRYVER ident and trust officer of the ( 
Manager, Union Stock Yard President, Chicago Merchandise National City Bank, Rome, 
& Transit Co. and Equipment Co. Georgia, is the newly elected 
ARTHUR G. LEONARD THOMAS E. WILSON president of his state bankers 
President, Union Stock Yard Chairman, Board of Directors association 
& Transit Co. Wilson & Company 
RESOURCES 
Cash and due from $ 10,717,520.63 
United States Government Securities.......................... 7,762,979.37 
State, Municipal and other marketable bonds......... 3,366,013.25 
575,000.00 
Federal Reserve Bank stock........... 60,000.00 
Bank building, free and clear of encumbrance........ 450,000:00 
1.00 
Interest earned, not 94,340.86 
Current receivables and other assets......................... 28,399.79 
26,085, 
LIABILITIES . 
Undivided profits and reserves....00.200............eceeeeeee 434,133.93 
$ 26,085,719.09 
Member Federal Deposit Insurance Corporation 
ESTABLISHED 1868 
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George E. 
Allen 


EORGE E. ALLEN, known to thou- 
sands of bankers throughout the 
United States as “ Uncle George”’, died 
at Malone, New York, on June 25. He 
was 83 vears old. 

Mr. Allen was a pioneer in banking 
education just as the American Insti- 
tute of Banking, which he helped to 
build, was the pioneer organization in 
the business training field. When the 
Institute was organized in 1900, Mr. 
Allen was placed in charge of the edu- 
cational work, and remained in that 
capacity for 20 years. 

His conception of education was the 
development of character and person- 
ality, rather than knowledge only, and 
it was said of him that he had “done 
more than any other man to elevate the 
standard of American banking.” 

When the American Bankers Associ- 
ation formed the State Bank Division 
in 1916 Mr. Allen was appointed Dep- 
uty Manager in charge of the Division, 
and he held that position until his 
retirement in 1923. 

Prior to becoming connected with 
bank association work, Mr. Allen had a 
varied career, having been an assistant 
professor in the New York University 
School of Commerce, Accounts and 
Finance, and also having worked previ- 
ously as a newspaper man, at railroad- 
ing and at banking. 

He was born February 7, 1854, in the 
township of Pavilion, Genesee County, 
New York. He died at the home of his 
daughter, Mrs. John B. Hinds. 


George E. Allen 
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MEMBER FEDERAL 


STATEMENT OF CONDITION 


Mercantile-Commerce 
Bank and Trust Company 


Locust ~ Eighth~ St. Charles 
St.Louis 


JUNE 30, 1937 


THE RESOURCES 


Cash and Due from Banks $53,085,955.65 
U. S. Government Obligations, 
direct and guaranteed— 
(Pledged). .. .$ 6,090,051.57 
(Unpledged) . - 43,867,080.24 49,957,131.81 
Other Bonds and Securities— 
(Pledged). . .. None 
(Unpledged) . . $25,539,644.07 $25,539,644.07 
7,485,621.08 
8,255,012.82 
15,540,069.42 


Stock in Mercantile-Commerce Company... . ... 
(As authorized by the Banking Act of 1933, the Mercantile- 
Commerce Company is a wholly-owned subsidiary of this 
Bank, with no Liabilities. Its Assets consist entirely of U. 

Government Obligations, carried at par. 


Stock in Federal Reserve Bank in St. Louis 
Real Estate (Company’s Building) 
Safe Deposit Vaults 
Other Real Estate (Former Bank of Commerce Bldgs.) 
Overdrafts 
Customers’ Liability on Acceptances and Letters 
of Credi 


THE LIABILITIES 


Undivided Profits 

Reserve for Dividends Declared 
Reserve for Contingencies 
Reserve for Interest, Taxes, etc 
Unpaid Dividends 
Bank’s Liability Account Acceptances and Letters 

of Credit 

Deposits, Secured: Public Funds . $ 9,243,683.82 
Other Deposits, Demand .... 112,730,646.18 
Other Deposits, Time 


$2,599,909. 24 
__ 300,000.00 


$103,043,087.46 


56,820,347.39 
6,500,000.00 


378,000.00 
2,400,000.00 
600,000.00 
1,500,000.00 
5,394.92 


291,708.44 
313.06 


$171,538,851.27 


$10,000,000.00 
2,600,000.00 


2,899,909.24 
785,516.98 
642,217.87 
2,860.15 


291,708.44 


32,342,308.59 154,316,638.59 


All Securities pledged are to the U. S. Government or its 


Agents, State of 


Missouri and the City of St. Louis, to secure deposit and fiduciary obligations. 


RPORATION | 


CANADIAN PACIFIC EXPRESS COMPANY 
TRAVELLERS CHEQUES PAYABLE IN 
UNITED STATES DOLLARS ARE REDEEM- 
ABLE AT PAR BY THE NATIONAL CITY 
BANK OF NEW YORK, NEW YORK. 


CANADIAN PACIFIC 
EXPRESS COMPANY 


(Owned by Canadian Pacific Railway Company) 
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i exposition of the taxing provisions 
of the Social Security Act, as ap- 
plied to banking and related financial 
fields, has been prepared on the author- 
ity of Guy T. Helvering, Commissioner 
of Internal Revenue, with a view to 
clarifying points in the Act about which 
there may be some uncertainty. 

The Commissioner advises delinquent 
employers, unless they are specifically 
exempted, to make immediate tax re- 


turns as required under Titles VIII and 
IX of the Act, so as “to avoid further 
payment of drastic penalties which are 
now accruing.” 

Mr. Helvering points out that every 
person employed in non-exempted banks 
and financial institutions comes under 
the provisions of Title VIII, which im- 
poses an income tax on the wages of 
every taxable individual and an excise 
tax on the pay roll of every employer 


R. G. RANKIN & CO. 


CERTIFIED PUBLIC ACCOUNTANTS 


Examinations 
of 
Banks and Trust Companies 

for 


Directors Committees 


CHICAGO 


NEW YORK 


WASHINGTON 


208 SOUTH 


Our complete banking facilities in- 
sure out-of-town banks and bankers 
prompt, efficient and economical handling of ac- 


counts in Chicago— we invite you to use our facilities. 


Crry Narionat Bank 


AND TRUST COMPANY ef Chicago 
LA SALLE 


(Member Federal Deposit Insurance Corporation) 


STREET 


Social Security Taxes 


of one or more. This tax is payable 
monthly at the office of the Collector of 
Internal Revenue. The present rate for 
employer and employee alike is 1 per 
cent of the taxable wages paid and re- 
ceived. 

Under Title IX, employers of eight 
or more persons must pay an excise tax 
on their annual pay roll. This tax went 
into effect on January 1, 1936, and tax 
payments were due from the employers, 
and the employers alone, at the office 
of the Collector of Internal Revenue on 
the first of this year. This tax is payable 
annually, although the employer may 


| elect to pay it in regular quarterly in- 


| | stallments. 


The employer is held responsible for 


| | the collection of his employee’s tax 
_| under Title VIII and is required to 
collect it when the wages are paid the 


employee, whether it be weekly or 
semi-monthly. Once the employer makes 
the 1 per cent deduction from the em- 
ployee’s pay, he becomes the custodian 
of Federal funds and must account for 
them to the Bureau of Internal Rev- 
enue. 

This is done when the employer 
makes out Treasury form SS-1, which, 
accompanied by the employee-employer 


_| tax, is filed during the month directly 
| following the month in which the taxes 


I. B. A. PRESIDENCY 


Francis E. Frothingham, 
vice-president, Coffin & Burr, 
Inc., of Boston, has been nom- 
inated as president of the In- 
vestment Bankers Association 
of America for the year 1937-38 
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were collected. All tax payments must 
be made at the office of the Collector of 
Internal Revenue in the district in 
which the employer’s place of business 
is located. 

Penalties for delinquencies are levied 
against the employer, not the employee, 
and range from 5 per cent to 25 per 
cent of the tax due, depending on the 
period of delinquency. Criminal action 
may be taken against those who will- 
fully refuse to pay their taxes. 

The employers of one or more are 
also required to file Treasury forms 
SS-2 and SS-2a. Both are informa- 
tional forms and must have been filed 


the employer who has already paid his 
state tax. These deductions are not 
allowed unless the state tax has been 
paid. 

This tax is due in full from all em- 
ployers in states having no approved 
fund. The rate for 1936 was one per 
cent of the total annual pay roll con- 
taining eight or more employees, and 
for 1937 it is 2 per cent. The rate in- 
creases to 3 per cent in 1938 when it 
reaches its maximum. The annual re- 
turns are made on Treasury form 940. 

An employer who employs eight or 
more persons on each of 20 calendar 


days during a calendar year, each day 
being in a different calendar week, is 
liable to the tax. The same persons do 
not have to be employed during that 
period, nor do the hours of employment 
have to be the same. 

Actual money, when paid as wages, 
is not the sole basis on which the tax is 
levied. Goods, clothing or lodging, if a 
part of compensation for services, are 
wages and a fair and reasonable value 
thereof must be arrived at and become 
subject to the tax. 

Wages paid during sick leave or 
vacation or at dismissal are taxable. 


at collectors’ offices not later than July {| 
31, covering the first six months of the 
year. Thereafter they are to be filed at 
regular quarterly intervals. Form SS-2 | 
will show all the taxable wages paid to | 
all employees and SS-2a the taxable 
wages paid each employee. 
Participation in a state unemploy- 
ment compensation fund, approved by 
the Social Security Board, does not 
exempt employers from the excise tax 
under Title LX, Commissioner Helver- 
ing says. Nor does the fact that there 
is no state unemployment compensa- 
tion fund relieve the employer of his 
Federal tax payments. In states where 
an unemployment compensation fund 
has been approved, deductions up to 90 
per cent of the Federal tax are allowed 


are not 
the most Important Thing 


Chartered 1842 


Atlantic has no stockholders and shares profits with its 
policyholders. For 94 out of 95 years, and for 82 years 
without interruption since 1855, profits in varying 
amounts have been returned to participating policy- 


holders. 


But dividends are not the first thing to look for in an 
insurance policy. We should not want you to come to 
Atlantic simply because you might reduce the cost of 


ST. LOUIS BANKER your insurance by your share in profits. 


Frank O. Watts, chairman of 
the board, First National Bank 
in St. Louis, who was president 
of the American Bankers As- 
sociation in 1910-11, was hon- 
ored recently on completion of 
25 years of service with St. 
Louis banking institutions 


The most important appeal that we can make to you as 
a business man is that Atlantic is a conservative, thor- 
oughly seasoned, legal reserve company, established in 
1842, which, in cooperation with insurance brokers, 
gives its policyholders unquestioned security, non-as- 
sessability, and the highest type of service. 


If, in addition to these features Atlantic can also offer 
you a share in profits, you have a right to consider the 
value of this extra inducement. 


ATLANTIC 


MARINE + YACHT + INLAND 
TRANSPORTATION 
FINE ARTS + JEWELRY 
FUR + REGISTERED MAIL 
FIRE INSURANCE 


Atlantic Building M UT UAL 
49 Wall Siret LNSURANCE 

Boston Cleveland « Newark Philadelphia 


Baltimore Chicago + 
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RACTICAL information about the 

design and construction of a house 
and the financial safeguarding of the 
building project are offered in a 28-page 
booklet Useful Facts About Home Build- 
ing, published by the Security-First 
National Bank of Los Angeles for the 
benefit of its customers and friends. 

“Along with items on fireplaces, 
hearths, and outdoor living rooms”, 
the reader is told in the foreword, “you 
will find information on escrows, build- 


Suggestions for Home Builders 


ing loans, and title policies. The whole 
is offered not as a comprehensive trea- 
tise to take the place of the expert ad- 
vice of architect and builder, which 
most certainly should be obtained, but 
as a helpful aid to those who are enter- 
ing for the first time upon one of the 
most fascinating and delightful of all 
projects—the building of a home. 
“Perhaps the most important invest- 
ment of a lifetime, the home deserves 
the best of care in its financial planning. 


NATIONAL 


Cash in Vault and in 

Federal Reserve Bank . . 
Due from Banks. . . 
Securities of the United States | 


Other Bonds and Securities . 
Stock in Federal Reserve Bank 
Loans and Discounts . . 


Safe Deposit Vaults .. . 
Other Real Estate Owned . 


Endorsed Bills .. 
Other Resources ..... 


Undivided Profits ..... 
Reserves . 


DEPOSITS: 
Commercial ... 
Savings . . 


the nine 


Bank of America 


ASSOCIATION 
A CALIFORNIA STATE-WIDE BANE 


Condensed Statement of Condition 
June 30, 


RESOURCES 


Government and Federal Agencies . . 
State, County and Municipal Bonds . 


Accrued Interest and Accounts Receivable 
Bank Premises, Furniture, Fixtures and 


Customers’ Liability on Account of 
Letters of Credit, and 


TOTAL RESOURCES 


LIABILITIES 


Liability for Letters « of Credit ond as 
Acceptor, Endorser or Maker on 
Acceptances and Foreign Bills. . . 


$494,496,981.67 
786,223,403.47 


TOTAL LIABILITIES 


This statement includes the figures of the London, England, bank- 
ing office of Bank of America, N. T. & S. A., 


ing offices of the Bank of America (a California State 
Bank) under the same management. 


MAIN OFFICES IN TWO RESERVE CITIES OF CALIFORNIA 


SAN FRANCISCO LOS ANGELES 
1 POWELL ST. 660 SO. SPRING ST. 
STATE-WIDE 


483 Branches Serving All California 


1937 


$ 151,484,964.32 
66,810,180.89 


419,845,867.18 
89,950,184.41 
41,664,113.62 
2,523,000.00 
577,827,917.08 
2,993,419.01 
34,940,080.02 
2,320,312.43 


24,378,837.06 
820,476.68 


$1,415,559,352.70 


$ 50,000,000.00 


35,000,000.00 
22,268,717.99 
2,665,995.94 

24,904,253.63 


1,280,720,385.14 


$1,415,559,352.70 


and does not include 


FEDERAL DEPOSIT |} 
INSURANCE CORP 


Often the advice and counsel of an ex- 
perienced lending agency can con- 
tribute substantially to a happy out- 
come.” 

The section on design and construc- 
tion discusses such matters as styles of 
architecture, factors to consider in 
choosing a building lot, roof patterns, 
building materials, the foundation, use 
of concrete, outside wall materials, 
modern trends in interior design, the 
roof, stairs, hardware, insulation, and 
air conditioning. Many sketches sup- 
plement the text. 


USEFUL INFORMATION 


THE section on financial aspects of 
home building takes up conditions and 
restrictions, title insurance, loans for 
home building, the National Housing 
Act, loan precautions, the builder’s 
contract, lien and completion bonds, 
work of the contractor and architect, 
the importance of specifications, selec- 
tion of the contractor, mechanics’ liens, 
the “operative builder” and payments 
to contractors. 

Many individuals and agencies co- 
operated in preparing the booklet. 
Among the latter were sectional asso- 
ciations of building contractors, archi- 
tects and material manufacturers, and 
the F.H.A. 


MICHIGAN BANKERS 


The new president of the Mich- 
igan Bankers Association is 
William L. Walz, vice-president 
of the Ann Arbor Savings and 
Commercial Bank 
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Life Insured Mortgagors DIRECT 


HE United States Building and Loan After actuaries have worked out ta- 


League reports that plans to give bles showing the single premium pay- 
mortgage borrowers an insurance pro- ment required for any age group for 
tection different from the type lenders mortgages running any period of years, 


get under the mutual mortage insur- the association can provide for the bor- 
ance arrangement are being developed rower’s adding this premium to his 
in several thrift and home financing mortgage loan and paying it off by 
institutions. The League suggests the nominal additions to the monthly in- collection of 
possibility that the “insured borrower” stalments on the mortgage. items on the 
may some day be the rule rather than The organized group in Massachu- 


the exception. setts bringing the plan into prominence 
Cooperative bankers in Massachu- at this time includes Lawrence H. Mars- Mi D . S ) UT H 
setts, whose institutions are similar to ton of Malden, immediate past presi- = 
savings, building and loan associations dent of the American Savings and Loan 
in other states, have just launched a Institute, educational and research or- 
program, the League says, which is the ganization in the thrift and home financ- 
first to give organized emphasis to the ing business. He points out that those 
plan to safeguard the borrower’s family who already have mortgages as well as 
in emergencies. Many institutions scat- those just now getting loans from the 
tered through other parts of the coun- associations can make this arrangement, F R S if 
try, however, have used it successfully. and that the use of this protective plan THE 
is optional with the borrower in every 


SINGLE PREMIUM POLICY case, whether new or old. N T N 
A WORKING agreement between the - 


associations and established life insur- 


ance companies for payment of the out- i OF MEMPHIS 
standing amount on the loan imme- M , I 

diately upon the death of the mortgagor empnhis, tenn. 
and head of the family is the core of the CREDIT COMPANY ' 


Capi 
plan, the League explains. A single pre- ens ae eee 


mium policy on the life of the borrower ce 

y capi ommercia: t 
is ‘edtian to expire when the mortga ig today ‘one ofthe largest institutions INDEX TO VOLUME XXIX 
gage through more then of BANKING is now available to sub- 
is paid off, and the amount of protection more than 186 offices scribers on request. Over 350 articles 


at all times during the life of the loan is Fy gh - Short Term Hotes and charts are cross-indexed for ready 


i i i Limited amounts f Useful to bank officers, em- 
y owned by more than reference. u 
equivalent to the amount still owing. | owned by more | upon request— 


at current dis- work and other purposes. 


for 


BANK RELATIONS DEPT. 
100 E. 42nd St., New York Fates. 


VIRGINIA BANKERS 


Alexander F. Ryland, vice- STATEMENT OF CONDITION 


president, First & Merchants 
National Bank, Richmond, is June 30, 1937 
the new president of the Vir- RESOURCES 


S. Government Obligations Sosa : ‘ 6, $80, 000. 00 
Furniture and Fixtures... . 1.00 
Customers Liability under Letters of Credit. 14,713.37 
Interest Earned but not Collected 108,953.54 
Cash on Hand and Due from Federal Reserve Bank and Other Correspondent Banks 16,059,659.11 


$47,223,630.66 
LIABILITIES 


Common Stock 
Stock . 

Undivided Profits 
Reserve for Contingencies. . ae 
Reserve for Taxes, Interest, etc... 
Reserve for Building Improvements under Contract 
Customers Letters of Credit 


$47,223,630 66 


The Omaha National Bank 


OMAHA, NEBRASKA 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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The 


Cleveland 
Crust Company 


Located at Euclid Avenue and East Ninth Street and in 
Community Centers throughout Greater Cleveland and nearby 


CONDENSED STATEMENT OF CONDITION, JUNE 30, 1937 


ASSETS 

Cash on Hand and in Banks . 

United States Government obligations, 
direct and fully guaranteed . 

State, Municipal and Other Bonds and 
Investments, including Stock in Fed- 
eral Reserve Bank, less Reserves 

Loans, Discounts and Advances, less 
Reserves . 

Other Real Estate, less Reserves . 

Interest and Earnings Accrued and Other 
Resources 

Customers’ Liability on Acceptances and 
Letters of Credit Executed by this Bank 

Total 


LIABILITIES 
Capital Notes . . . .$ 14,925,000.00 


(Subordinated to Deposits and Other Liabilities) 
Capital Stock . . .  13,800,000.00 
Surplus and Undivided 


Reserve for Contingencies 
Reserve for Taxes, Interest, etc. . 
DEPOSITS 
Demand . . . « «$154,761,982.06 
Estates Trust Depart- 
ment (Preferred) 
Corporate Trust De- 
partment (Preferred) 


11,366,959.86 


5,461,812.15 


Other Liabilities 
Acceptances and Letters of Credit Exe- 
cuted for Customers . . 


$ 96,461,462.48 


100,046,760.31 


15,198,164.11 
146,174,600.21 
5,836,770.17 
12,364,491.23 
2,945,053.23 


2,758,306.14 


$381,785,607.88 


$ 32,396,483.73 
825,000.00 
1,961,289.28 


$341,269,314.58 
2,575,214.15 


2,758,306.14 


$381,785,607.88 


MEMBER FEDERAL RESERVE SYSTEM 
MEMBER CLEVELAND CLEARING HOUSE ASSOCIATION 
Member Federal Deposit Insurance Corporation 


This Month’s 
Authors 


SHERMAN ADAms (Bond Price Time 
: Tables, p. 20) is on the staff of a 
large eastern bank where he works al- 
most exclusively on the investment 
problems of correspondent institutions, 

HERBERT Fiint (A Day in a Bank, 
p. 22) is a bank public relations counsel 
in New York City. 

J. W. MILter (A Small Bank’s Audit 
Safeguards, p. 23) has had a wide bank- 
ing experience, particularly in accruals, 
costs, systems and account analysis, 


| For several years he has served as 


assistant auditor of the Fort Wayne 
(Indiana) National Bank. 

HERBERT M. Bratrer (Gold’s Last 
Eight Years, p. 24) is recognized as an 


| authority on monetary gold and silver, 


He was formerly connected with the 
Department of Commerce. 
KENNETH MuRCHISON (Modern In- 


| door Weather, p. 26), New York archi- 


tect and one-time banker, has written 
several articles for BANKING in recent 
months. This time he offers some inter- 


| esting information on air conditioning. 


C. M. Harcer (A Country Banker’s 


| Overtime, p. 27) is familiar with the 
| banking profession as a director of the 


Abilene (Kansas) National Bank. 
Gorpon A. MacLean (Conserving 


| Good Earth, p. 28) makes Chicago his 
| headquarters. He is a writer on business 
| and banking developments and trends. 


W. F. Gepuart (Too Many World 


| Trade Cooks, p. 29) was recently 


elected to a fourth term in the presi- 
dency of the Bankers Association for 


| Foreign Trade. He is also vice-president 


of the First National Bank in St. Louis. 

GeorcE R. (Life-Insured Bor- 
rowers, p. 31), cashier of The Commer- 
cial National Bank of Demopolis, Ala- 
bama, finds time to write extensively on 
banking and allied subjects. He has 
been particularly interested in F.H.A. 
loan procedure. 

W. F. Austin, Jr. (Care and Reading 
of Magazines, p. 32) is a member of the 
staff of The Purse Company, bank 
advertising specialists, Chattanooga. 

Joun Farnuam (New Business Con- 
tests, p. 8) isa writeron banking subjects. 

Freperic C. Morse (Monthly Re- 
payments, p. 60) is vice-president of the 
Fidelity Trust Company, Austin, Texas. 

A. Patrerson Firtu (Cumulative 
Trust Promotion, p. 70) is a Philacel- 
phia advertising man. 

Grorce E. ANnpERSON (Banking 
Standards, p. 13) contributes regularly. 
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The Condition of Business Six World’s Fairs (Pictures) 
Midsummer Miscellany (New Books)..............-. Calendar and Conventions 
Washington Briefly METHODS AND OPERATIONS 

Interest Rates Payroll Audits 

Banking Standards Fast Collection Service 
Some Dates in August 

Bond Price Timetables 

A Day in a Bank Well Aimed Advertising 
A Small Bank’s Audit Safeguards Applying Service 

Modern Indoor Weather Monthly Repayments 

A Country Banker’s Overtime Bank Women’s Convention 
Conserving Good Earth Better Homes at Lower Costs 
Too Many World Trade Cooks. ...............00000: 

Mr. Sprig Finds a Difference 

Life Insured Borrowers Municipal Debt Control 


are and Reading of Magazines 
Cumulative Trust Promotion 


This Year New England (Pictures).................. Lave 
The National Bank of Belgium (Pictures)............. George E. Allen 

Bank Travel Service (Pictures) Social Security Taxes 

A Picture of 10,000 State Banks (Pictures)............ 


Suggestions for Home Builders. 
Wisconsin Aweigh (Pictures) 
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QUIET WITH ACOUSTONE 


and Have ALL FIVE Essentials 
of Efficient Acoustical Tile 


CHECK THESE FIVE ESSENTIALS 
— YOURS WITH ACOUSTONE 


Noise of Five 
Busy Typists 


reduced to that Bi] 3. ABSORBS NOISE AS A SPONGE ABSORBS 
reduced to WATER —THEN DISSIPATES IT 


. 


of one 


Acoustone-treated ceil- in an office treated 


ing in the First National with ACOUSTONE 
Bank of Evanston, 
Evanston, Illinois. 


@ Increased comfort for your customers ... greater speed, accuracy 
and efficiency from your employees... these are typical results of 
quieting with Acoustone*, USG fireproof acoustical tile. For Acou- 
stone diminishes unwanted noise ... creates bank interiors of 
quiet dignity. 

Applied overnight to new or old walls or ceilings, Acoustone re- 
quires no further decorating. Its travertine-like finish and rich 
integral colors provide a pleasing and distinctive decoration all their 
own. Freshness is maintained by simple vacuum cleaning at a frac- 
tion of the cost of painting. Yet Acoustone may be painted if desired, 
without damage to its noise-absorbing ability. 


Even with the five important advantages here shown—and main- 
tenance considered—Acoustone is actually low in cost, the acousti- 
cal tile to use for all-around satisfaction. 


There’s a USG Acoustical Material to Solve Every Sound-Control Problem 5. HIGH LIGHT - senschion CUTS COST 


OF LIGHTING 
USG sound-control service includes absorption treatments and ma- 


terials to clarify hearing and reduce noise —also sound-insulation to UNITED STATES GYPSUM COMPANY 
reduce the travel of objectionable noise from room to room. USG 300 West Adams Street, Chicago, Illinois 


In Canada, Canadian Gypsum Co., Ltd., 
acoustical engineers are always available to assist you in an Toronto, Ontario. 


advisory capacity, without obligating you in any way. O Please send your free book. “Quiet.” 
O Please send an Acoustical Engineer. 


SEND FOR FREE AUTHENTIC BOOKLET ON SOUND CONTROL 


*Registered Trade-mark 


ENCINEERING SALES DIVISION 


UNITED STATES GYPSUM COMPANY 


OTHER USG SOUND CONTROL PRODUCTS ARE: PERFATILE  QUIETILE AND SABINITE 
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om 1. LASTING BEAUTY OF INTEGRAL COLORS 
| NOISE | 
&: 
4. LASTING EFFICIENCY—VACUUM CLEANED 
AT LOW COST — ALSO PAINTABLE 
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It Takes Two to Shake Hands 


“candid camera” picture of labor’s place in industry. 

re may be disagreement sometimes about what are safe 
speeds of travel. But I know this: labor and management 
are traveling in the same direction. But until now, many 
people didn’t realize it, and some still do not. And that goes 
for some in the management group as well as some in the 
labor group. 

Labor wants—and deserves—earning power adequate for 
man and his family to acquire the reasonable comforts of 
modern existence. Well, doesn’t management approve of 
that? Of course it does. Let’s not even be sentimental about 
it; let’s be businesslike about it. From management’s essen- 
tially businesslike way of thinking, sales volume depends 
upon a nation of well-paid workers steadily employed and 
with wage scales sufficiently elastic to keep step with living 
costs. 

That is the modern, enlightened, and widespread convic- 
tion of business management. We believe that it is economic 
suicide to advocate the paying of unfairly low wages. We 
oppose child labor, exploitation, and all chiseling. We mer- 
chandisers require a large number of customers who can 
comfortably afford to buy our goods, and that is why, in self- 
interest, we want the nation’s payroll folk to be well paid 
and steadily paid. 

The industrial machine, with its scientific research, is 
equipped to introduce not only new products but to produce 
20 per cent or even 50 per cent more than it does now. But 
what sense is there in our wanting to do that when two out 
of every five United States families cannot pay more than 
$25 a month rent, and millions of farmers’ wives still must 
struggle along without the convenience of electric lights or 
electric power? 

Excessive taxation only makes it worse. Yet management 
has incurred disfavor at times in pointing out the folly of 
trying to tax our way into prosperity. Excessive taxation 
tobs Peter to pay Paul only enough to make Paul a poor cus- 
tomer of business. Excessive taxation is an expensive make- 
shift. Rather, the answer lies in increasing the earning ca- 
pacities of those in employment, and in increasing their 
number; and probably the best way to do that is to increase 


production while maintaining the lowest competitive price 
levels, 


KY discussion of management today must include a 
The 


President Roosevelt has said that “a third of the nation 
is ill-fed, ill-housed and ill-clothed.” That’s a real indictment 
of the system under which we live and at the same time a 
challenge to American business. Imagine the sales poten- 
tialities here! Try to visualize the opportunities for stepping 
up employment, manufacturing output—and, automatically, 
the nation’s purchasing power! Here lies the great oppor- 
tunity both for business and labor. 

And that is why I say that management and labor are 
fellow travelers headed toward a mutual objective. Manage- 
ment not only wants but requires labor’s goodwill, friend- 
ship, cooperation and understanding. For example, labor 
knows that the chiseler in business functions by exploiting 
his employees. It behooves labor to make common cause with 
decent enlightened management in exposing and combating 
this type of economic parasite. 

I have yet to hear any sound reason advanced why organ- 
ized labor should not be a responsible body. 

The mass of our citizenry is rapidly coming to the con- 
clusion that the time is past when production, without which 
this country cannot function, should be jeopardized by un- 
reasonable quarrels. Enlightened management wants and 
desires to function harmoniously with labor; but it takes two 
to shake hands. I believe that the majority of employees 
are realizing it, as well as the majority of employers. 

Business enterprises submit audited financial reports to 
their stockholders. Some unions, with reputedly more stock- 
holders than any industrial corporation, do not submit finan- 
cial reports to their rank and file membership, and the 
public is beginning to wonder why. That certainly is the 
business-like thing to do; moreover, it is the honest thing to 
do. Perhaps labor membership will do it voluntarily rather 
than await legal requirement. 

Officers and agents of business concerns accept legal re- 
sponsibility for their acts. It seems only reasonable that 
officers and agents of labor organizations should accept 
similar responsibility. 

The public is in the mood for good times and harmony. It 
is saying, in effect, “Cut out all the wrangling and let’s get 
down to business! There’s plenty of room for all and plenty 
for all in this abundant land—so let’s go!”—CotBy M. 
CHESTER, Chairman, General Foods Corporation, before the 
Boston CHAMBER OF COMMERCE. 


Credit Photography 


(ue bank has gathered accurate credit information about 
every one of the 6,000 farmers in our trade area. Today 
we wonder how we ever did business without those credit 
tecords. It was not an easy task to gather all that data. It 
Tequired several years steady work and has cost some 
money. 
_ One of our junior officers devotes practically all of his 
time to the maintenance of these records. In the bank’s Ford 
covers several thousand miles every year. That same 
Ford goes on many trips for inspection and check ups. 
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How frequently it is the case that those who come to bor- 
row are surprised to find that so much is known of their his- 
tory, resources and abilities. Perhaps some losses have been 
avoided by the bank through the possession of this credit 
information. Certainly a great many loans have been 
granted—promptly and profitably—by reason of being well 
informed, which otherwise could not have been handled so 
well. 

In 1936 we made 9,000 loans—new and renewals. Nearly 
all were direct loans. I do not know whether that is an un- 
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usual number in comparison with other banks of our size, 
but it is many times the number we were making each year 
when we first determined that we would qualify ourselves 
so that we could give an immediate answer to the loan ap- 
plication of any farmer in our trade area without stumbling 
all over the neighborhood to ask whether the applicant was 
good for his requirements. 

It has been our experience that a farmer’s note, supported 
by a satisfactory credit statement, entails a minimum 
amount of loss. We have not forgotten that paper of this type 
maintained its 100 per cent loan value and never lost caste in 
the 1929-1933 period, when supposedly good bonds, known 
by the high-sounding term “secondary reserve’’, seemed to 
have no standing in a well-regulated financial household. 

How can the country banker extend credit intelligently 
and efficiently and as broadly as may reasonably be ex- 
pected, except through careful study of the worth and the 
abilities and the business history of the farmers in the trade 
area served? The average capable country banker can carry 
a mental estimate of a limited number, and deal profitably 
with them over a period of years, but is that enough, and is 
it a full discharge of responsibility? 

Aren’t research and analysis entitled to the same degree of 
physical and mental effort, in seeking fields of usefulness 


Stop, Look 


ow appears to be true that every depression that was serious 
enough to cause important banking difficulties during the 
past 100 years furnished clear warnings of its advent long 
before the crisis came. There have been perhaps 13 such 
serious depressions in the past 100 years if we include not 
only the great ones which were spread about 20 years apart, 
but also the moderately severe ones which caused distinct 
increases in banking failures. 

Every one of these depressions was preceded by a decline 
in the prices of investment bonds. In all the cases the decline 
had continued for more than a year before business activity 
fell below the normal level, and in most of them it had been 
under way for more than a year and a half. The average 
length of decline for bond prices before serious depressions 
has been 20 months, and the average amount of decline in 
that period has been nearly 10 per cent. Here then is one 
clear warning signal. When the prices of high grade bonds 
turn down and continue to decline for a series of months 
during a period of prosperity a warning signal is being given 
that a depression may be approaching. 

Protracted declines in the stock market have been almost 
as consistent in giving warning of approaching depressions as 
have those for bonds. Every one of these serious depressions 
was preceded by a decline in average stock prices. These 
declines got under way in almost all cases after the bond 
prices had started down. On the average stock prices fell for 
more than 13 months before business crossed below normal, 
and the average amount of decline was over 23 per cent. The 
shortest of all declines of stock prices before the advent of 
depression conditions was that of 1929. Here we have a sec- 
ond warning signal. When business is prosperous and bond 
prices turn down and continue to decline, and then stock 


that make harvests of profits, that were put forth in the dili- 
gent search for deposits prior to the advent of F.D.1.C.? 

How soon will some good country bank take the next step 
in the development of its usefulness by putting on its staff a 
competent man, well grounded in the agricultural pursuits 
of the area served, who will conduct a systematic and con. 
structive program of census and analysis of individual farm. 
ing programs, and bring the bank into play by suggesting a 
conservative venture into some new and practical phase of 
diversified activities that may involve reasonable extension 
of credit? Not a farm adviser. Not a farm expert. Not one of 
these persons whose chief aim in life is to revolutionize. But 
some very practical, level headed, good mixer who can bal- 
ance the net worth, ability and equipment of the farmer 
with accuracy, and visualize some added venture that has 
every promise of success. 

If it is worth while to photograph the financial status of 
the farmer of the trade territory, why is it not just as desir- 
able, necessary and profitable to obtain a picture of his 
farming program? It is much better to do this task and avoid 
the pitfalls by accuracy in management than to seek the 
remedies after the mistakes have been made.—C. W. 
BAILEY, President, First National Bank, Clarksville, Ten- 
nessee, before the GEORGIA BANKERS ASSOCIATION. 


and Listen 


prices turn down and keep on declining, it is clearly time for 
the banker to become unusually cautious. 

During the declines of bond prices and of stock prices that 
have always preceded the advents of serious depressions, the 
short-term interest rates on commercial paper have always 
risen. These advancing trends on interest rates have usually 
got under way somewhat later than the declines in bond and 
stock prices. The average duration of the advances in short- 
term interest rates before business has declined below normal 
in the 13 business cycles under consideration has been 11 
months, and the average amount of advance from the 
bottom has been 75 per cent. The increase in commercial 
paper rates furnishes a third warning signal. When interest 
rates stiffen from month to month in a period of prosperity 
while bond and stock prices are declining, the banker 
should be aware that trouble may be brewing. 

A fourth type of indication that a depression may be com- 
ing is furnished by declines in wholesale commodity prices. 
Wholesale prices always advance during periods of pros- 
perity, and then shortly before the following depressions 
develop they turn downward. In the 13 business cycles 
studied here the average duration of the declines in whole- 
sale prices before business fell below normal was five months, 
and the average amount of decline was five per cent. These 
characteristic declines in commodity prices constitute 4 
fourth warning signal. 

The most important fact about these four warning signals 
that foretold the advents of all our serious depressions is that 
they have all been operative before every depression. There 
are no exceptions. Apparently these signals always run true 
to form, and when they all give warnings together during a 
period of business prosperity they constitute in combination 
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a dependable and unfailing sign that trouble which may 
prove serious to bankers is about to develop. The reason 
they have not been commonly recognized in the past is that 
until the last few years there were not in existence continu- 
ous records over long terms of years of the changes in busi- 
ness activity and in these four price series which would 
enable any one to carry through such studies. 

There are four more general principles bankers should 
bear in mind when they are thinking about business condi- 
tions which might result in banking difficulties. The first is 
that all great wars are followed by long and serious depres- 
sions which develop about 10 years after the close of hostili- 
ties. The second is that the severity of depressions is greatly 
increased if there was much real estate speculation during 
the preceding prosperities. The third is that depressions are 
exceptionally serious when the preceding prosperities are 
accompanied by periods of wide-spread speculation in secu- 
rities. The fourth principle is that all exceptionally serious 
depressions are international in character. 

As we consider business conditions in the Summer of 1937 
in the light of our review of the warning signals, we may 
have some disquieting reflections. Bond prices have been 
declining most of the time since the turn of the year. Stock 
prices have been falling since March. Interest rates have 
been slowly stiffening and wholesale commodity prices have 
moved downward. This combination of price movements 
may well make one wonder whether still more serious de- 
velopments may be impending. The answer will probably 


turn out to be in the negative, and for the reason that 
general business is not now well along in a period of pros- 
perity, and in fact is not in true prosperity at all. 

At present the business of banking is characterized almost 
everywhere in this country by prudence, caution, and con- 
servatism of operation. The lessons of the great depression 
are still clear in our memories, and there has been no such 
upsurge of new business as to tempt us to forget them. 
Nevertheless, these calm conditions will not permanently 
endure. We are slowly returning to prosperity and some- 
time in the future that condition will really develop. It now 
seems wholly probable that when it does, we shall experi- 
ence something of a building boom, and with it a return of 
real estate speculation. 

No one can now foretell how vigorous the speculative 
activities of such a period may prove to be, but we have in 
our banks the credit resources that could finance a real 
boom. The same is true with respect to future possibilities 
in security speculation and in commodity speculation. Our 
credit resources are adequate to finance a business boom, a 
real estate boom, and a stock market boom simultaneously. 
If we yield to the temptation to do anything of that sort in 
the next few years we should be prepared to watch vigilantly 
for the appearance of the warning signals——LrEonarp P. 
Ayres, Vice-president, Cleveland Trust Company, and 
Chairman, Economic Policy Commission, American Bank- 
ers Association, before the students of the GRADUATE 
SCHOOL OF BANKING. 


Tomorrow's Customers 


_ old order is passing and those adults whom we would 
educate today will soon retire, and the youngsters who 
are running around in school yards today will be our cus- 
tomers of tomorrow. Aren’t we overlooking a great oppor- 
tunity if we do not work with these youngsters now? We 
have appealed to the adult mind ever since bank advertising 
became ethical. We have condemned the unsound and 
praised the sound; we have tried to show the value of thrift 
and the necessity of wills; we have tried to rent safety de- 
posit boxes to them for their valuable papers, and we have 
tried to implant some knowledge of economics. 

To the youngest, however, we have given scant attention. 
We have no jingles about banking that could be learned with 
nursery rhymes. At no place in the simplified readers of the 
first and second grade is there a reference to banks or eco- 
nomics that could be assimilated. As he grows older his 
economic training is not only neglected by his banker, but it 
may also be neglected by his parents and his school. Few, if 
any, adolescents have the opportunity to enjoy the pleasure 
of saving money. It is either given to them so they do not 
learn the value of a dollar, or they have nothing. 

Were we to start a campaign with these youngsters and 
create a firm underlying belief in sound principles, we could 
reduce materially the overhead in our institutions as time 
goes on. When these youngsters get into business, they 
would know and appreciate the necessity of sound law, 
would know the value of the independent unit bank, and 
know why and where the dual system of banking performs 
a service which warrants its continued existence regardless 
of all else. They would appreciate the necessity of sound 
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legislation concerning banks, the fact that banks need not 
be hampered by undue restrictions to make them good 
banks, and the fact that the good banks need no restrictions. 

To create the proper mental attitude in the public mind 
is a long arduous task but bankers, as leaders of the com- 
munity, should make it a point to talk themselves, or have 
someone talk for them, to classes in schools, in lodges, in 
churches, so that the children and young folk as they grow 
up would have the feeling of confidence, the desire to talk 
to and advise with their bankers. We want them to know 
that banks are not just a place to deposit money. We want 
them to come to us that we may assist in maintaining sound 
financial health just as they go to doctors to maintain physi- 
cal health and to their minister or priest to maintain spiritual 
health. 

In looking ahead you can see that it would pay to mold the 
plastic mind of youth, whose opinion can be formed much 
easier and much more firmly than at any later time. Our 
efforts should not be confined to the written message. We 
have hewn to the old line too long; we have used newspaper 
advertising, leaflets, and so forth to the exclusion of almost 
all else. We should now branch out and broaden our program 
to include the training of the youthful mind, day in and day 
out, in school and out, in the soynd economic principles in 
which we so firmly believe. Our responsibility extends be- 
yond the honest and efficient direction of our banks, carry- 
ing with it the obligation to lead and stimulate the thought 
of the community along the sound economic lines.—R. W. 
TURNER, President, City National Bank, Council Bluffs, 
Iowa, before the Iowa BANKERS ASSOCIATION. 
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Cooling Hot Money 


oo question of so-called “hot money” has some inter- 
esting phases which fall under three heads. 

1. Need we fear that foreign interests which own Ameri- 
can securities will dump them upon the stock exchange, upset 
prices and cause panicky conditions? 

The fear that such a situation may occur is not worthy of 
consideration. Foreign holdings represent a great diversifica- 
tion of interests and much of the money that has come to the 
United States that is owned abroad shows flight from the 
foreign countries because of untoward conditions which 
exist in them. It is not conceivable that they will right them- 
selves simultaneously, nor if they did do so, that it could be 
harmful to the United States. 

Foreign holdings of American securities, which have been 
estimated to run around four or five billion dollars, only 
represent something like 414 per cent of the value of securi- 
ties listed on the New York Stock Exchange alone. If we are 
going to become jittery for fear that there may be dumping 
on the stock exchange we should apply it to American hold- 
ers and not to foreign interests. 

2. Need we fear that foreign interests will desire to return 
the funds which they have in the United States to their own 
countries simultaneously? 

Again, there is no reason to expect that any large propor- 
tion of foreign owners of American dollars or securities would 
care to withdraw them all at once unless some emergency 
developed, in which case under existing law the United States 
Treasury could take any steps that might be necessary to 
meet the situation. Our gold holdings would be sufficient 
to take care of any withdrawals that could be expected. 

3. Need we be anxious about the continuation of the re- 
ceipt of gold shipments from abroad? 

This last phase of the matter requires greater considera- 
tion than either of the other two. We have put a price upon 
gold of $35 an ounce which has increased the production 


of gold tremendously. Low grade ores that could not be 
mined on the former basis of $20.67 an ounce are now in a 
number of places throughout the world running full blast. 
Other mines are also being worked at high speed. Prospect. 
ing has uncovered other gold fields and Russia has discovered 
in Siberia certain gravel territory that is exceedingly rich in 
gold. When gold received in the United States is sterilized the 
Treasury Department has to borrow to buy it in order that 
the Federal Reserve banks will not have the gold in such form 
that it can be used as a reserve for deposits or currency, 
When gold is handled in this manner it represents an interest 
cost to the Government and if it is not sterilized it increases 
the base of our credit structure. 

Seemingly the best way to meet this situation is to come 
to an agreement with Great Britain and France at the first 
possible moment that will serve to fix the price of gold among 
the nations. Then if the price of $35 an ounce is maintained 
by us, international adjustments will take place covering 
commodity prices, wages, etc., that will take care of every 
phase of the situation. 

Such an arrangement, of course, would stop the competi- 
tion between countries in reducing the value of their moneys 
as against each other with the hope that it would increase 
their exports. Competition of this character is futile, eco- 
nomically unsound, and harmful to international trade and 
the economic situation of the whole world. 

Political conditions at home and abroad are acting to post- 
pone such an agreement but it is to be hoped that some 
monetary agreement can be effected before too long a time 
has gone by that will accomplish a better stabilization of the 
moneys of the world and of commodity prices.—Frep I. 
KEntT, Director, Bankers Trust Company, New York, and 
Chairman, Commerce and Marine Commission, American 
Bankers Association, before the MINNESOTA BANKERS 
ASSOCIATION. 


Inflation Means Puff Up 


gp the powerful inflationary forces now pushing 
prices upward, taking up the cheap money slack already 
created and in some cases creating more slack to be taken up, 
are the following which, it will be recognized, are not en- 
tirely distinct but in some cases involve a certain amount of 
overlapping: 

(1) The devalued gold dollar and resulting inflow of gold 
from abroad accompanied with an increase of gold production 
which low commodity prices have stimulated. 

(2) Our silver policy involving as it does an enormous 
expansion in the circulation of silver certificates. 

(3) The Government’s low interest rates and cheap money 
policy which encourages credit expansion. 

(4) Our heavy Government deficits and their financing 
through borrowing from the banks. 

(5) The flow of “hot money” from abroad into the 
United States from war-scared Europe seeking security and 
profit in the United States. 
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(6) Our very heavy excess bank reserves, both in com- 
mercial banks and in the Federal Reserve banks. 

(7) The prospects of rising velocities of bank deposit cir- 
culation as business recovers from the depression. 

Counteracting these inflationary forces there are four im- 
portant forces. They are: 

(1) The expansion of business as we work our way out of 
the depression which involves an increasing demand for 
money and bank deposit credit. 

(2) The improvement we have been having lately in the 
budgetary position of the national Government which is 
reducing somewhat the size of our annual deficit. 

(3) The recently adopted policy of the Federal Reserve 
System in providing by administrative action taken under 
the authority of recent banking legislation for the doubling 
of legal reserve requirements of banks in the Federal Reserve 
System. 

(4) The recent Government action providing for the 
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sterilization of gold imports which prevent newly imported 
gold from being used as a reserve base for currency and credit 
nsion. 

The forces making for inflation at the present time appear 
to be more powerful than the counteracting forces and the 
prospects are therefore strong that we are facing a substan- 
tial period of rising commodity prices which will carry the 
cost of living to much greater heights than it is today. 

We hear much about “controlled” inflation as if inflation- 
ary forces could be turned on and off by the Government at 
will. The world’s experiences with inflation, however, as 
every student of monetary history knows, show that inflation 
when it once gets well started is one of the hardest things in 


the world to control. There have been many cases in history 
in which for substantial periods of time—in some cases 
running into years—inflation was moderately well con- 
trolled as it is being controlled today in England and Sweden, 
but never so far as I know, has an inconvertible paper money 
standard been an enduring success. Sooner or later it always 
breaks down under political pressure and usually with 
disastrous results. 

Certainly conditions in our own country are extremely 
unfavorable for the success of grandiose experiments in 
controlled inflation—Epwin W. KemMMERER, Walker Pro- 
fessor of International Finance, Princeton University, be- 
fore the GRADUATE SCHOOL OF BANKING. 


A Shortage of Hired Girls 


NTROVERSY is doubtless proceeding to a critical 

point which will bring labor and industry to a new crisis, 
out of which will come for the safety of us all an incorporated 
industry. 

The real menace of the industrial situation is still in the 
unsolved problem of unemployment. Although the industrial 
demand for labor has exceeded the high point of 1929, and 
there is now a shortage of labor, we see unemployment 
growing steadily. As industrial employment grows, we hear 
of an increasing demand for unemployment relief. 

We have spent $20,000,000,000 on the problem of unem- 
ployment, and not a dollar to solve the problem itself. Who 
are these unemployed, and why are they thus unemployed 
at a time when there is an unsatisfied demand for labor? 

We are all familiar, of course, with the demand that 
has been made constantly during the past two and a half 
years for a census of the unemployed. There has been before 
the President for many months a petition signed by leaders 
of his own official family, that this census be put off no 
longer. 

Many estimates have been made upon those who are still 
unemployed. They range from 9,000,000 to 11,000,000. Miss 
Perkins sometimes uses 10,000,000, and the American Feder- 
ation of Labor sometimes uses 12,000,000. But who are they? 

An industrial survey by an authentic fact-finding institu- 
tion recently estimated that there are 1,500,000 domestic 
servants drawing $48 a month on a theoretical six hour day, 
five days a week. And there is a shortage of hired girls. They 
estimate that there are 2,000,000 agricultural assistants 


drawing $48 a month on unemployment relief, and there is 
a shortage of labor in every one of the great harvest fields in 
America. 

The challenge to us is in the fact that this list grows like a 
cancer. The W.P.A. supervisors pursue the same policy 
everywhere. They let it be known that when a man leaves 
the W.P.A. payroll to take private employment, he will 
not be able to get back on relief without great delay and 
even uncertainty. 

The political administration of the unemployment relief 
problem has therefore taken the seasonal, the domestic, the 
agricultural, and the casual labor of the country, which 
never has enjoyed an industrial status, and made of it a 
list of permanently unemployed. 

There was a day when seasonal unemployment took care 
of itself through odd jobs and the kindly assistance of rela- 
tives. Today there are no families assisting their poor rela- 
tions; there are no people living on odd jobs, and the un- 
employment relief rolls grow with the development of the 
ease by which a man may make the government responsible 
for his living. 

The situation has grown just as the dole grew in England 
under the Socialist Labor party in the days when unemploy- 
ment was handled in England as a political issue. It will 
grow in this country until the administration of relief is 
taken out of politics and placed, as it finally was in England, 
under a civil service—HENRyY J. ALLEN, former Governor 
of Kansas, before the NATIONAL ASSOCIATION OF CREDIT 
MEN. 


State Bank Service 


GTATE bankers must educate their public as to the truth 

in the banking situation and see that the facts are pre- 
sented to our lawmakers, state and national, in the most 
effective way. Indifference must give way to active interest, 
and through our various associations we must develop unity 
of action in support of the dual system of banking in Amer- 
ca. Officers, directors, stockholders and depositors in 10,000 
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state-supervised banking institutions can wield a mighty 
influence if we act vigorously and in unison as regards mat- 
ters affecting, in the most vital way, our business of banking. 

Real service, however, cheerfully performed and properly 
publicized, will be the greatest factor in our favor as state 
bankers, as we try to maintain our place in the banking pic- 
ture. But we should remember this: Institutions which fail 
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to serve society must, inevitably, pass off the scene and give 
place to others who will serve. 

State banks should cooperate fully with other banks, par- 
ticularly through membership in the American Bankers 
Association. At no time has the A.B.A. been more conscious 
of and responsive to the needs of state banks than it is now. 
The outstanding work of the State Bank Division under the 
leadership of President Chamberlain has been most effective 
in behalf of the preservation of state banking systems and 
the maintenance of state autonomy as regards branch 
banking and on other vital questions. Recently the A.B.A. 
administration, through its Interim Committee, has taken a 


definite stand in opposition to the McAdoo bills. This wil] 
hearten the vast majority of its membership. The banki 
Studies Committee, under Chairman Netherland, has 
brought out much important information, particularly in 
the reports on the Postal Savings System and Government 
lending agencies. In fact, there are many features of A.B.A. 
service, any one of which is worth the cost of membership, 
State-chartered institutions, it is true, comprise a majority of 
A.B.A. membership now, but there are over 4,000 state in- 
stitutions which are not members.—Wiu1am S. Exuiorz, 
Vice-president, Bank of Canton, Georgia, before the 
Wyominc BANKERS ASSOCIATION. 


How to Teach Bank Directors 


* many banks the by-laws require that certain officers or 
certain committees report to the board at the board’s 
regular meetings. However, it is good practice, in banks of 
sufficient size to function by committees and departments, 
to have the responsibility for such reports center in one 
officer. This officer, in my opinion, should be the comptroller 
or the auditor. Also, anyone who talks or writes on this 
subject must necessarily support the premise that the comp- 
troller or auditor, himself, should report direct to the board 
of directors. I cannot urge too strongly the adoption of this 
concept of bank management. In a bank of any size, no one 
officer can personally prepare complete reports. He will 
undoubtedly delegate some of the responsibility and a great 
amount of the detail but this reporting officer must keep 
himself as well informed on the activities of the bank as if 
he, himself, were doing the actual work. He must be a keen 
observer. He must be able to see beyond the mass of figures 
and statistics produced in the bank and select therefrom 
the facts on which the board should be kept informed. 

What advantages accrue to the bank where the auditor 
or comptroller reports direct to the board? First and 
most important, the board is kept interested; secondly, the 
board is kept informed. 

If you think the board can get any conception of the real 
inside condition of your bank by means of a friendly informal 
meeting, you are badly mistaken. Directors have to be 
taught their bank. 

Now as to teaching methods. You can’t accomplish results 
by placing a mass of statistics on the table before each 
director. Neither can you expect a board to become very 
enthusiastic about listening to a long recital of new loans, 
bonds bought and sold, etc., with only a little pad of plain 
paper before each director. Placing a report in the hands of 
each director is purely a matter of salesmanship. Any in- 
formation must be presented in a form which will stimulate 
thinking. Reports must be prepared so that they are prac- 
tically self-analyzing in such a way that the important facts 
stand out clearly. Then the directors must be Jed through 
this information, a step at a time, month after month, until 
they get a thorough working knowledge of what it’s all 
about. Remember that you are dealing with laymen, 
wrapped up in their own businesses and their own affairs, 
and while they will look wise when they come across “ Debits 
to Reserve for Contingencies”, the chances are that it’s 
all way over their heads unless it is properly explained. 
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For several years after our bank was organized, I used the 
same method with our board as I would have used with a 
class of students. I started at the first item on the first page 
of our report, read it to them, explained it, explained the 
relationship between this item and other accounts on our 
balance sheet—and did they eat it up! Those fellows would 
show up an hour early at meetings just to get their hands on 
one of the reports, and many a time I have had one of our 
top flight directors come down to my desk after a meeting 
to find out why a certain branch or department was not 
making more progress. He would dig into the figures back 
of the report summary and study my methods. That’s a 
test of real director interest. 

You will find that when directors disregard reports, the 
fault usually lies in the officer presenting them. Don’t forget 
that your reports must be assimilated quickly. It’s no easy 
task to sort the material facts from the immaterial. This is 
the comptroller’s real job—to furnish the directors the 
information they should have in the way they should have 
it. Don’t expect the directors to offer suggestions as to 
what information they want or how it should be presented. 
I have tried that time after time without any result. It’s 
up to you to lead the way. Never allow yourself to become 
so wrapped up in the preparation of detailed reports that the 
importance of the results sails over your head. Watch for 
tendencies, trends and the larger developments in your 
bank. It has been truly said that small losses never closed a 
bank. Watch the whole picture and keep the proper per- 
spective. 

Naturally, many things will come to your attention by 
way of audit or inspection reports of departments or branches 
that can be cleared up without reference to the board. 
Many minor details and infractions can be handled by the 
executive officer or perhaps the personnel officer. Don’t 
lean over backward in the exercise of your prerogatives. 
Take short cuts to the nearest means of accomplishment. 

If I can feel assured that every member of our executive 
committee and such members of our board that regularly 
attend our board meetings are fully informed as to the 
bank’s policies (not details of operation), and if I feel that 
these policies are being carried out, I feel that I, as the 
comptroller of the bank, am doing my duty.—Artuur J. 
Linn, Comptroller, Hamilton National Bank, Washington, 
D. C., before the Mm-conTINENT CONFERENCE OF BANK 
AUDITORS AND COMPTROLLERS. 
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Drive with a Tighter Rein 


N this era of monetary management, it is most important 
that the general public as well as our bankers and business- 
men have a thorough understanding of monetary history 
and of sound banking principles. To the extent that this is 
realized, our banking authorities will obtain active support 
for those policies which have been proven to be practical, 
sound and desirable and, on the other hand, intelligent and 
constructive opposition to those policies which are unsound 
and impractical. 

The need for some bed-rock thinking on monetary ques- 
tions is abundantly illustrated by the fact that during the 
past few years many countries have been gripped by what is 
almost a mania for easy money. And it is one of the less 
reassuring aspects of this situation that there has come to be 
much public support for abnormally easy money as a cure- 
all for business depression and as a condition without which 
business cannot prosper. It is but natural that under these 
conditions many governments have adopted the policy of 
maintaining easy and abundant credit at all cost and of 
subordinating most other considerations of monetary policy 
to such objectives. 

We all know that too much credit is bad for borrowers, for 
it encourages laxity in financial policies and the launching 
of projects more in the realm of speculation than of sound 
business expansion. Furthermore, abnormally abundant 
credit results in abnormally easy money. And this, if long 
continued, tends to make it difficult for banks to meet the 
costs of maintaining the essential services which they render 
to their communities. Under the pressure of meeting these 
costs in a period of abnormally abundant credit, banks 
may be forced by circumstances outside their own control to 
take more risks than they otherwise would accept. This 
sometimes takes the form of investment in speculative bonds 
or too heavy investment in bonds even though they may be 
of the highest grade. That any of these policies is dangerous 
has been amply demonstrated on more than one occasion in 
the past. Abnormally abundant credit, if long continued, 
cannot help but undermine the banking structure of the 
country. 

At certain stages of the business cycle easy money is a 
natural and desirable stimulus to business recovery, but if 


such a policy is carried to extremes or is maintained beyond 
the time when business needs this kind of stimulation it may 
act more as a violent drug than as a stimulant to sound 
business expansion. On the other hand, abnormally “tight” 
money is undesirable at most stages of business develop- 
ment. Underfeeding of credit is as bad for the economic pa- 
tient as overfeeding. It seems clear to me that it is neither 
sound nor desirable for the monetary authorities to maintain, 
under current conditions, policies which make credit need- 
lessly overplentiful. 

We have reached a point in business recovery where selec- 
tivity in further credit expansion is becoming increasingly 
important—where we need, so to speak, “to drive with a 
tighter rein.” An overexpansion in the volume or a deteriora- 
tion in the quality of credit will do much to transform pros- 
perity into an inflationary boom and therefore to increase the 
severity of the depression which inevitably would follow. 
Abnormally abundant credit involves a wholly unnecessary 
risk of credit inflation. 

I hope that what I have said will not be interpreted as 
indicating that I am not fully cognizant of the fact that the 
Federal Reserve Board and the Treasury have already 
made considerable progress in tightening up some of the 
slack in bank reserves. I am sure that you will agree with me 
that it is both appropriate and commendable that steps 
have been taken to reduce excess reserves to more nearly 
manageable proportions, and to prevent further increases in 
monetary gold stocks from expanding member bank reserves. 

The point I wish to emphasize is that these steps in the 
direction of monetary restraint should be followed by the 
application of other available and appropriate measures to 
hold further unnecessary credit expansion in check, and 
that these steps should be taken, whether or not they result 
in bringing a moderately higher level of interest rates. This 
means that in the future much less emphasis would be given 
to the maintenance of abnormally easy money and that 
more emphasis would be given to the prevention of unsound 
credit expansion—Lewis E. Prerson, Chairman, Irving 
Trust Company, New York, and Chairman of the Board of 
Regents, Graduate School of Banking, at the School’s 
commencement exercises. 


The Pump Can Take Care of Itself 


PERHAPS, wholly apart from the troublesome matter 


Does it not seem logical that since the depression is over 
of gold imports, the steadily rising curve of Federal ex- 


and the original need for these emergency expenditures has 


penditures with the concomitant successive deficits, may be 
a more potent cause for fear of inflation than anything else. 
Let us not forget that this rising curve of expenditures has 
coincided with a great improvement in business, a marked 
Increase in employment, a doubling of industrial payrolls, 
and a significant increase in farm income. 

It was the fashion during the dark days of ’32 and ’33 to 
approve increasing governmental expenditures by saying 
they were necessary to “prime the pump of industrial 
activity.” One wonders, therefore, what the defense for this 
increased expenditure will be now that the industrial pump 
heeds no further priming. 
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apparently passed, we should now drastically reduce these 
items and put the house in order? 

There has been no breakdown thus far in Government 
credit because people still believe that eventually Govern- 
ment income will increase and normal expenditures will 
decline to a point where the budget will be balanced. But if to 
balance our budget we must have more prosperous years 
than was 1936 and is 1937, then I wonder what we are going 
to do when another severe business recession comes again.— 
CLAUDE L. BENNER, Vice-president, Continental American 
Life Insurance Company, before the OnIo BANKERS 
ASSOCIATION. 
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IHE economic structure of the nation has been undergoing 

gradual but deep-seated changes for some years, and the 
process of change is by no means complete. The banking 
system has had to adapt itself to these changes, and this 
adaptation will have to continue. The standards of training 
and character and ability of the banker of the future will 
necessarily be constantly higher and higher, and the banking 
system has no greater responsibility than the training of 
executives who can meet these standards. 

Banking has been characterized in the past by many 
distinguished leaders, men whom we regard with pride. 
As in any business or profession, we have had also a few 
whom we should like to forget. We are engaged in an effort 
to build the banker of the future who will be attuned to his 
times, who will draw inspiration from the great leaders of 


dws bank board meeting should be “humanized.” By 
that I mean the omission of banking phraseology in all 
discussions as far as possible. To make the director or lay 
banker feel at home, the meeting should be conducted on a 
level that will make it easy for him to follow, and above all, 
to digest and understand. Relegate unimportant details to 
the background, but consult freely with your directors on 
management and especially lending policies. It is up to the 
bank to sell its directors on the importance of their office. 
One of the secrets of successful director cooperation is the 
ability of the banker to blend and utilize the spheres of 
interest represented in his board. 

Active participation of the directors in county associations 
and group meetings will further tend to attest to the direc- 
tors’ importance; it affords us an ideal opportunity to edu- 
cate our directors on important issues of our profession. 

But I have found that to obtain the closest cooperation 
willingly our efforts to cultivate good will must be carried 
into the director’s home. To the families of our directors, the 
bank is host at a Thanksgiving dinner, or at an informal 
May picnic. 


bnew many bankers have the idea that training the em- 
ployees in better manners is the panacea for all their 
institutional ills. Let me emphasize that the banker has a 
bigger job than merely serving the customers efficiently 
and educating them to the bank’s policy and management. 
His job extends down to the last man on the street, the man 
who has never entered the portals of any bank in his com- 
munity. 

Perhaps that man a few years ago was timid and stood 
in awe of the bank with piles of money stored in its vaults. 
Today he has no awe of anything capitalistic. His awe has 
turned to suspicion, hatred, and he has a malicious intent to 
destroy. If you question this, go out into the highways and 
byways and find out for yourself. The trouble with the 
banker is he does not know what the other man is doing or 
thinking, he doesn’t know how he lives, where, nor why. 


Future Banking 


A Formula for Bank Meetings 


The Last Man 


the past, and who will avoid the mistakes of others, 
The banker must be thoroughly trained for his job. The 
time has passed when just any one can be a banker. Goy. 
ernmental authorities are charged with the responsibility of 
high standards in the chartering of banking institutions of 
the future. We should help them maintain that trust. In the 
future only men of proven ability as financiers should be 
permitted to hold managerial positions in our institutions, 
We must have men who have a sense of responsibility to 
the economic order as a whole. Managerial policies must be 
built not only with the welfare of a particular institution 
in mind but also with a view to the influence of the instity- 
tion upon the banking system and upon the economic struc- 
ture—Tom K. Smitu, President, American Bankers Asso- 
ciation, before the WISCONSIN BANKERS ASSOCIATION. 


We have carried the same reasoning into our county asso- 
ciation work. Special entertainment is provided for the ladies, 
and many times have we heard bankers say they really did 
not feel like coming, but that their wives’ insistence brought 
them. Too often do we only see in our director the successful 
cattle man, miller, merchant, or professional man, and fail 
to see the individual. 

I realized long ago that it would be almost an imposition 
to ask a busy man to serve as director without some modest 
remuneration, so I paid my directors reasonable fees. The 
money went into the billfold, and that was the last of it. 
It just seemed to me as though I was not getting my money’s 
worth from directors’ fees. 

So I dropped the fee, but began to remember the board 
members on Christmas, and Easter, too. One year it was a 
mantel clock, then an easy chair; again an invitation by the 
tailor to be measured for a suit. 

The result surpassed all expectations. The man who de- 
posited a check and forgot about it is still talking of his chair. 
—RicHarD W. Trerz, Cashier, Security Bank, Rich Hill, 
Missouri, before the Missourr BANKERS ASSOCIATION. 


on the Street 


Don’t think for a minute that the effects of the recent 
cyclone are over. There is much repair work yet to be done. 
There is a tremendous social and economic revolution still in 
progress in this country. A few years ago the banker’s ve- 
racity was unchallenged while a politician’s promises were 
known to be bait for votes. Today, the politician’s word is 
taken as gospel truth and the banker’s statements and acts 
appear to have ulterior motives behind them. The man on the 
street today is in control, through his politician. And all this 
change has come about during the past few years. How? 
By molding public opinion through emotional appeals. 

The man who is not a customer has more influence on 
your bank than your customers because there are more of 
him.—Preston E. REED, Executive Vice-president, Finan- 
cial Advertisers Association, before the AMERICAN INSTI- 
TUTE OF BANKING. 
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Points on Personal Loans 


goog has shown that seldom, if ever, do wages keep 
step with increased living costs. This is a factor we 
should not overlook in making personal loans. It may be- 
come more difficult for some of our borrowers to meet their 
monthly payments. 

Another factor to be considered in this type of loan is the 
extremely long terms being offered by distributors of auto- 
mobiles, furniture, and household appliances. Just recently 
my attention was attracted to an advertisement for the 
sale of home appliances, “75 cents down and four years to 
pay the balance.” You say, “We do not make that kind 
of loans or we do not purchase that type of instalment con- 
tract.” I am sure that no bankers do make loans quite that 
extreme; however, I know from actual experience and ob- 
servation that automobile notes payable over an 18-month 
period will be accepted more readily by banks today than 
12-month automobile paper was eight or nine years ago. 
With the natural inclination of the American people to buy 
on the instalment plan, is there not a danger of ultimately 
involving many of our borrowers in an avalanche of monthly 
payments and make what was once a good credit risk a poor 
credit risk for a bank? 


On every hand our customers are encouraged to go in debt. 
Recent statistics show that the instalment buying in 1936 
exceeded by two billion dollars the instalment purchases of 
1929. Our Government—I do not mean this as a criticism— 
almost rewards the man who borrows money. We, as bank- 
ers, know that ultimately there must be a pay day. 

Another factor in today’s credits is a growing tendency 
among many people to cease to value a good credit stand- 
ing. Much of the stigma once attached to delinquencies 
and foreclosures has been forgotten. 

I am not opposed to the so-called small loan and I do not 
mean to wave the flag of danger. On the other hand, I am 
strongly in favor of such loans. However, there is danger of 
a growing tendency to become lax in our credit requirements 
on this type of loan. What I am attempting to say is that a 
bank’s lending policy on personal loans should conform as 
closely as possible to the proven established standards of 
sound credit. With such a policy, a department to extend 
consumer credit, properly supervised and administered, 
should be a profitable adjunct to any bank.—C. P. Knox, 
Cashier, Union National Bank, Springfield, Missouri, before 
the MissourI BANKERS ASSOCIATION. 


Quality in Trust Business 


a and more trust men are looking at a piece of busi- 
ness and asking themselves: What is the need of the 
person consulting us? Does he really need a trust, and if so 
can we take it at a profit to ourselves? If he really needs a 
trust, can this particular piece of business afford trust fees? 

If it cannot meet these qualifications it had better not be 
taken at all, on the grounds that a specific piece of business 
must give way to the general good. There is no sense in 
endangering the safety of a structure by inserting here and 
there a misfit beam or a misfit stone, and this is what you are 
doing to your trust department if you inject too many ill- 
adapted trusts into it. 


The public gives us our charter which grants us the privi- 
lege of doing a trust business. That privilege implies a public 
duty in return. We all recognize the social obligations which 
we owe in the conduct of our business. Such social obliga- 
tions must be viewed in the light of reasonableness, and we 
should not be expected to accept queer trusts solely to satisfy 
someone’s eccentric whim; or to struggle with impossible 
situations, or to take into trusts peculiar property. It be- 
hooves us to be selective in the business which we accept, 
and our rule should be quality instead of quantity.— 
Henry A. TuE!s, Vice-president, Guaranty Trust Company 
of New York, before the AMERICAN INSTITUTE OF BANKING. 


Consumer Credit Insurance 


| prmmneceter G to the Department of Commerce, the finance 

companies for the year ending December 31, 1936, ad- 
vanced $1,700,000,000 in financing the purchase of 4,263,000 
new and used cars at retail—an average of about $400 per 
car. They handled about 47.5 per cent of new car registra- 
tions and about 65 per cent of used car registrations. The 
banks handled about 5 per cent of all units financed and 
probably the combined percentage, banks and dealers, was 
somewhere around 8 per cent. The retail financing of new 
and used cars was about equal in amount to the wholesale 
phase of the business, so altogether we had automobile 
financing, wholesale and retail, to the extent of $3,500,- 
000,000. 

The necessary insurance should be purchased through the 
local agents of your community. They are entitled to the 
commission on the business; of course, you should insist 
that it be written in companies acceptable to you. Since you 
are in the banking business, you are not entitled to the com- 
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mission earning. The local agent can help you acquire busi- 
ness, and he is “worthy of his hire”. The buyer of the auto- 
mobile may have an agent friend, and as long as his company 
is acceptable, you should not object; after all, the buyer is 
paying for this protection even though the bank has ad- 
vanced the money. Please remember that cut rate insurance 
is not appreciated by your custumer when losses occur, and 
a proper settlement always reflects favorably upon the bank. 

Where a large volume of business is concerned, it is per- 
haps advisable to recognize that this is a specialty business 
and requires special knowledge. This special knowledge, 
however, can be obtained and bankers will find it well worth 
their while to become versed in the instalment financing 
business generally, because there is no doubt that it is 
rapidly becoming one of the standard services expected of 
banks.—B. G. Witts, Vice-president, Fireman’s Fund 
Indemnity Company, before the NEw Mexico BANKERS 
ASSOCIATION. 
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Investment Security Premiums 


— G the past several years, commercial loans have 
been so limited that the banks have had to go into the 
investment security field for income. Therefore it is more 
necessary than at any time in the history of banking for the 
banks to give proper attention to their security portfolios. 

Section II(4) of the regulations of the Comptroller’s office 
promulgated February 15, 1936, under authority of Section 
5136, U. S. R. S., as amended, prohibits the purchase of 
investment securities, as defined by such statute and regula- 
tions, unless the bank shall provide for the regular amortiza- 
tion of premium paid on such securities. Although obligations 
of the United States and of the various states and political 
subdivisions thereof are exempted from the limitations of 
the statute and regulations by the terms of Section 5136, 
this office has adopted the position that in the interest of 
uniformity and sound banking practice, any premium paid 
on such exempted securities also should be amortized. Such 
position was made public and furnished to all national banks 
in office circular dated October 27, 1936. Many banks, of 
course, charge off premium immediately on all classes of 
investment securities regardless of whether the same are 
subject to the regulations or exempted therefrom, and many 
others amortize such premium at a far greater rate than that 
which would be required to amortize the premium by call 
date or maturity. 

National banks should not place on their books United 
States bonds or any other investment securities at an amount 
greater than purchase price nor should they write them up 
on their books after purchase even though the market price 
of such investment securities increases to an amount in 
excess of the original purchase price. It is not considered 
sound banking practice to take appreciation in investment 
securities unless the same are actually sold. For example, 
if this office should, through examination of a bank, find that 
it had purchased Government bonds or any other invest- 
ment securities at a price of 95 and had placed the same on 
its books at par, we would immediately require the bank to 
reverse its entries for the reason that such practice by the 
bank would be not only unsound banking practice but also 
would result in violation of Section 5211, U. S. R. S., requir- 
ing banks to make and publish correct reports of condition. 


The value to the nation of a sound banking system to 
meet its expanding commercial needs and to provide credit 
to the newer and fast-growing sections of the country cannot 
be over-emphasized. A sound banking structure means 
efficient, experienced and honest bankers, and a capital 
structure adequate for the protection of the depositors, 
Banks should not be penalized by state laws for building up 
a strong capital structure to protect depositors and to make 
available larger sums of money for commercial needs. In the 
cast of McCullough v. State of Maryland, Chief Justice John 
Marshall of the Supreme Court of the United States rendered 
an opinion that a state has no power to tax a national bank 
as it is an instrumentality of the Federal Government. It 
would be manifestly unfair for Congress to permit a national 
bank to operate in competition with a state bank without 
any tax being paid by the national bank to the state, and 
therefore Congress passed Section 5219 of the U. S. R. S. 
which provides that “The legislature of each state may de- 
termine and direct, subject to the provisions of this section, 
the manner and place of taxing all the shares of national 
banking associations located within its limits.” In other 
words, Congress has left to the various states the determina- 
tion of the proper tax. 

If a prohibitory tax is levied upon capital and surplus by 
the state legislature, of course the banks will avoid building 
up a strong capital structure. The equitable rule of taxation 
would seem to be to tax banks the same as other industries 
and individuals. This is particularly true since Congress 
repealed the double liability on shareholders. When this was 
recommended to Congress by myself, it was coupled with 
the suggestion that national banks set aside 10 per cent of 
their earnings to add to surplus until the surplus reached 100 
per cent of the capital. It was my thought that it was better 
to have this money in the bank while the bank was a going 
institution, and while it might be of great assistance in 
preventing a failure, than to attempt to collect it after a 
bank had become insolvent. An additional reason for urging 
fairness in taxation of bank capital is the desire of all the 
Federal banking agencies to build a capital structure on a 
1 to 10 basis—J. F. T. O’Connor, Comptroller of the 
Currency, before the CoLORADO BANKERS ASSOCIATION. 


The Government’s Money Market 


N accurate forecast of the trend of interest rates is, under 
present conditions, extremely difficult because the 
money market is dominated almost entirely by the authori- 
ties in Washington, namely, the Board of Governors of the 
Federal Reserve System and the Secretary of the Treasury. 
The powers granted to the Board by the Banking Acts of 
1933 and 1935, the Securities Exchange Act of 1934, as well 
as the policy adopted by the Treasury to sterilize gold, have 
materially increased the domination of these authorities 
over the money market. 
Money rates are determined by demand and supply. 
While psychological factors at times play an important role, 
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yet in the long run demand and supply are the determining 
factors. The Board of Governors, through its ability to in- 
crease or decrease member bank balances with the reserve 
banks has great powers over the supply of money. By rais- 
ing the reserve requirements to the limit permitted by law, 
the Board reduced excess reserve balances by $3,000,000,000. 
Furthermore, since the Federal Reserve banks have approxi- 
mately $2,500,000,000 of Government securities, they could, 
by selling a considerable portion of these securities in the 
open market, wipe out all of the excess reserves. 

The Treasury, too, has the power to control the supply of 
money. Thus, by utilizing the inactive gold account or by 
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utilizing a part of the gold held in the stabilization fund, the 
Treasury could increase excess reserve balances and further 
ease money market conditions. 

In the future, therefore, the trend of interest rates will 
depend to a very large extent upon the actions of the Board 
of Governors or of the Treasury, or, what is more likely, by 
the joint actions of the two agencies. Thus, any effort to 
determine the future trend of interest rates must of necessity 
be restricted to an analysis of the policies adopted by the 
authorities in Washington. 

While, of course, it is difficult to predict the action of a 
government body under any circumstances, it is even more 
dificult at the present time. However, it is reasonable to 
assume that any action taken by the Board of Governors or 
by the Treasury in connection with money rates will depend 
first upon business conditions prevailing in the country, and 
secondly upon the position of the Treasury. If the recovery 
should continue at a normal pace without booms or excessive 
speculation, particularly in commodities and in real estate, 
it stands to reason that the policy of the Board will be to 
maintain low rates of interest. This would be done in order to 
further facilitate the recovery, and particularly to encourage 
the financing of building activity. If, on the other hand, 
signs of excessive speculation should appear, it stands to 
reason that the Governors will take measures to curb such a 
development. The recent increase in reserve requirements 
as well as the sterilization of gold by the Treasury are indi- 
cations that the authorities in Washington do not wish to 
witness excessive speculation in any field of economic 
activity. 

The position of the Treasury will also play an important 


role in the future trend of interest rates. If the budget of the 
Government should actually be balanced and the funds 
accruing to the Old Age Pension Fund should be utilized to 
purchase outstanding Government obligations held by the 
banks and the public at large, this would not fail to exercise 
a favorable influence on the money market. On the other 
hand, if the Treasury should continue to have large deficits 
and if, in addition to the funds obtained from the Old Age 
Pension Fund, the Treasury should be forced to borrow new 
money in the open market the effect on the money market is 
bound to be unfavorable. 

No mention has been made of speculation in securities 
because under present laws the Board of Governors can curb 
the use of bank credit for speculative purposes without 
affecting interest rates. This the Board can do simply by 
raising margin requirements, thereby automatically reducing 
theamount of bank credit used in buying securities on margin. 

At the present time currency of the United States is 
managed. The management has failed to work out satisfac- 
torily because of the continued deficits of the Treasury. 
Sound management would have required that the budget 
be balanced during 1935-36, and that during 1936-37 the 
Treasury should have had a material surplus. If this were 
the case the budget surplus as well as the funds accruing to 
the Old Age Pension Fund during 1936-1937 could have 
been utilized to reduce the amount of Government debt 
outstanding and thereby reduce deposits. This would have 
counteracted the increase in deposits caused by commercial 
borrowing.—Marcus NADLER, Professor of Finance, New 
York University, before the CoNNECTICUT BANKERS 
ASSOCIATION. 


The Road of Orderly Progress 


ig is clear that we are in a period of far-reaching change 
and evolution in our money and credit policies, and in the 
agencies that are concerned with them. What is done will 
afect vitally every man, woman and child of the nation. 
Our experiences of the early ’20s, and again in the early ’30s, 
are still fresh in our minds. Yet it has seemed to me that in 
this field there is almost a total lack of the general informa- 
tion which is essential to clear and unprejudiced thinking. 

Much of our thinking about money goes back to the day 
when currency of one form or another, usually with fixed 
value in gold or silver, constituted the medium of exchange. 
Today about 95 per cent of our business is settled by bank 
checks. The banker who extends credit creates money by 
an entry on his books or on the books of another bank— 
money that can build a house, pay for making a crop, or run 
a business or a railroad. It pays the wages of labor, or buys 
Taw material for a factory. 

Similarly, when banks restrict credit or when banks fail, 
they cause a contraction of our bank currency, of our money, 
just as truly as though the Government collected bank 
notes and destroyed them. This is why credit control must 
be exercised by a public body representing the interests of 
the whole nation. 

The power to create and destroy money is a gigantic power 
and a heavy responsibility. No thread of common policy runs 
through the banks that possess this power. Nearly two- 
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thirds of them in number are not members of the Federal 
Reserve System, although 86 per cent of the volume of 
checking accounts is carried by System banks. The more 
than 15,000 banks are chartered, supervised or examined by 
at least 51 separate and distinct authorities. 

There are many questions about which people ought to be 
thinking. What is the function of gold in the future monetary 
system? Shall we again pin our faith to gold or some other 
metal or combination of metals as a sort of automatic regu- 
lator of our money system? Or is the world going to move 
still farther in the direction of what is called managed 
money—that is, managed by human agencies rather than by 
theoretically automatic gold or some other disembodied 
mechanism? What steps shall be taken to bring unity into 
the banking system, and with what agency or agencies shall 
public responsibility be placed? What can be done to make 
credit as available to the farmer and the small business man, 
and on as reasonable terms, as to the large urban borrowers? 
Have we taken adequate steps to avoid future waves of 
bank failures and financial liquidation? What is the inter- 
relationship of our banks and other investors with the public 
debt? Should the Government abandon the almost universal 
practice of issuing interest-bearing bonds when it borrows on 
credit, and turn to the issuance of non-interest bearing notes 
in their stead? 

I assure you that these questions are not unimportant or 
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remote. Every one of them is in the foreground or back- 
ground of public consideration today. 

One very common belief which to me seems a delusion is 
that transfusion of vast quantities of new currency into the 
bloodstream of this land would quicken the patient’s pulse 
and speedily make him well. The obvious, though perhaps 
superficial comment is that, in March 1933, at the blackest 
hour of the depression, the quantity of money in circulation 
was the largest in our country’s history. 

No matter how much currency is issued, only so much of it 
as is convenient for purposes of business will ordinarily stay 
in circulation. The rest moves into banks and finds its way 
into banking reserves. It is what happens from that point 
on that counts. Excessive banking reserves that are used for 
undue and dangerous expansion of credit—for unwise in- 
flation—may indeed quicken the patient’s pulse and make 
him feel well for a time, but surely none of us, for the sake 
of the first effects, wants to risk what must inevitably follow 
when the pendulum has swung the other way. 

One other comment. We hear a lot of talk about the nature 
of the Federal Reserve System. Here’s the way it looks to me: 
The Federal Reserve System was created as a national 
instrument in which certain powers to influence and, to a 
degree, control credit conditions and policies have been 
vested. As such a national instrument, it seems reasonable 
to assume that the general public interest must be paramount 
in determination of System policy even if at times it may seem 


Not so long ago a great number of people thought a trust 
company was an institution to which one could go and 
arrange to deed over his property regardless of whether it 
was real or personal, or whether it had much value, and 
receive in return a guaranteed income monthly for himself 
and wife during their respective lifetimes, after which the 
property would revert to the trust company for its own use; 
sort of a compensation, as it were, for the guaranteed 
monthly income. Strangely enough, different people have 
come to me at my desk within the last couple of years and 
offered that very proposition. 

I sometimes wonder if we have been spending our publicity 
appropriations wisely when such impressions can still have 
current circulation and be accepted as gospel truth. On sober 
reflection I believe that much of our publicity material has 
been phrased in language that is too technical for the average 
reader, and while it seems plain enough to us, the probabili- 
ties are that in many cases the mystery still remains even 
after our booklets and advertising have been read—that is, 
of course, assuming that they are read. 

We know that the public is becoming more and more inter- 
ested in trust business, wants to find out more about it, and 
wants our story told in simple non-technical language. 
There are several reasons for this increasing public interest 
in our business and they all lie outside of and in addition to 
the publicity and educational efforts which we have made, 
although these have helped greatly. 

The imposition of a variety of taxes with seemingly end- 
less complexities of accounting has bewildered the average 
man and woman, and the most natural thing in the world 
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Public Trust Service 


to run counter to private banking interest. One thing seems 
clear: the policies of such a national instrument should never 
be dominated either by private or by partisan interests, 

You may not like all the things that are being said these 
days about credit and money and banking, but I hope you 
will agree with me that it is a healthy thing to have discus. 
sion going on. Perhaps much that is said strikes you as biased 
or incorrect. Let it be a challenge to provoke you, both to 
think things through yourself, and to help make available 
in your community the basic facts which alone will aid public 
opinion to choose that which is true from that which is not. 

We live in a swiftly changing world. Governments will 
play an increasingly important role in assisting their citizens 
to make adjustments. This will be true of money and credit, 
as well as of other economic and social factors. In determin- 
ing what government can do, the all-important thing is the 
attitude of those to whom you delegate its powers. If they sit 
tight and inflexible, eyes glued to the past, while the vast 
mechanism of this country ensnarls, another and more 
serious explosion may occur. If they combine intelligent 
understanding with courage—the willingness to act; if they 
use, change, discard, or supplement existing means as 
changing conditions or experience indicate; then government 
may assist its people to direct the nation’s boundless ener- 
gies along the road of orderly progress.—CHESTER C. Davis, 
Member, Board of Governors, Federal Reserve System, 
before the MONTANA BANKERS ASSOCIATION. 


was to turn to someone for help and especially to someone 
who had the ability and in whom confidence could be safely 
placed. The established trust companies and banks having 
trust departments seemed logically to be in a position to 
help in many of these difficulties, and shortly the public, or 
at least that interested portion of the public, found out 
that such was exactly the case. 

Even now the public is only beginning to make full use of 
the trust services that are offered by responsible and capable 
institutions in all parts of the country. But a real start has 
been made, and vast amounts of wealth are today being 
managed and conserved by the trust companies not only for 
the wealthy but also for those in moderate circumstances, 
and not only for those in great metropolitan centers but also 
for those in the towns and villages and on the farms. 

The field ahead is tremendous, one might say almost limit- 
less. When you consider that every 40 years on the average, 
to be liberal, all the wealth of the country has to pass 
through some form of probate or devolution from parent to 
descendant, you begin to realize what great area of potential 
trust business lies ahead. Most estates are still probated by 
individual executors, but more and more wills are being 
filed naming trust institutions either as executor or trustee or 
both, and as the functions and advantages of the corporate 
trustee are made known to an increasing number of people 
so also will the business of the trust companies grow. — 
BiainE B. Cotes, President, Trust Division, American 
Bankers Association, and Vice-president, First National 
Bank of Portland, Oregon, before the WASHINGTON 
BANKERS ASSOCIATION. 
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Statement of Condition June 30, 1937 


Assets 


Cash, Due from Banks and Bankers. . . . . .. . $269,118,786.60 
Exchanges for Clearing House. ........... 53,841,630.81 
U. S. Government Securities. . . . ....... 401,066,208.54 
State and Municipal Bonds... .......... 18,156,703.40 
Stock of Federal Reserve Bank . ......2.2.... 2,250,000.00 
Other Securities and Investments .......... + 16,032,148.34 
Other Real Estate . . 1,034,133.76 
Accrued Interest and Accounts Receivable 3,247,202.57 
Customers’ Liability on Acceptances... . . 4,467 ,296.43 
Liability of Others on Acceptances, etc., 

Sold with Our Endorsement ........2.2.2.. 6,923,673.35 


066,081,502.87 


Liabilities 

Surplus Fund... ...... 50,000,000.00 
Undivided Profits ........ . 25,366,182.43 $100,366,182.43 
Deposits . . . 907,480,341.68 
Outstanding and Certified Checks . . . .  37,688,083.34 945,168,425.02 
Dividend Payable July 11,1937... .......... 1,250,000.00 
Unearned Interest . . . 417,584.10 
Accrued Taxes, Expenses and Interest Payable Soe ee 1,219,714.42 
Outstanding Acceptances ...... 8,828,212.91 

Less Amount in Portfolio ...... 4,219,366.44 4,608,846.47 
Acceptances, etc., Sold with Our Endorsement... .. . 6,923,673.35 


066,081,502.87 


Assets carried at $33,225,296.11 have been deposited to secure deposits and for other purposes. 


DIRECTORS 
SEWARD PROSSER, Chairman, Managing Committee A.A. TILNEY, Chairman of the Board 
S. SLOAN COLT, President 
STEPHEN BIRCH JouN I. DowNeEY FreD I. KENT HERBERT L, PRATT 
Corne.ius N. Buss PARKER GILBERT Gates W.McGARRAH JOHN J. RASKoB 
HENRY J. COCHRAN James G. HARBORD PAUL MooRE GeorGE A. SLOAN 
WituaM L.DeBost CHARLES D. HILLEs DANIEL E. POMEROY CHARLES L. TIFFANY 
B. A. TOMPKINS 


BANKERS TRUST COMPANY 


16 WALL STREET «¢ NEW YORK 


FIFTH AVENUE at 44th STREET ° 57th STREET at MADISON AVENUE 
LONDON OFFICE: 26 OLD BROAD STREET 


Member of the Federal Deposit Insurance Corporation 
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MANUFACTURERS 


TRUST COMPANY 


Condensed Statement of Condition as at 
close of business June 30, 1937 


RESOURCES 


Cash and Due from Banks .. 
U. S. Government Securities . 
State and Municipal Bonds. . 
Stock of Federal Reserve Bank 
Other Securities 
Loans and Bills Purchased . . 
Banking Houses ........ 
Other Real Estate Equities. . 
Customers’ Liability for 
Acceptances 
Accrued Interest and Other 


$186,170,407.21 
152,026,332.42 
16,270,865.04 
2,275,150.00 
62,842,730.46 
244,982,558.58 
28,494,371.04 
14,319,700.00 
5,263,595.24 


19,433,152.74 


2,735,069.47 
$734,813,932.20 


LIABILITIES 


PreferredStock $9,778,520.00 
Common Stock 32,998,440.00 
Surplus and Un- 
divided Profits 43,503,345.05 86,280,305.05 
Reserves 14,215,786.77 


Reserve for Preferred Stock 
Sinking Fund 1,435.50 


Common Stock Dividend 
(Payable July 1, 1937) .... 824,957.50 


Preferred Stock Dividend 
(Payable July 15, 1937) ... 244,463.00 
Outstanding Acceptances .. . 20,752,731.42 
612,494,252.96 


$734,813,932.20 


HARVEY D. GIBSON, President 


Principal Office: 55 Broad Street, New York City 


Member Federal Reserve System 
Member New York Clearing House Association 
Member Federal Deposit Insurance Corporation 


Both Common and Preferred shares have a par value of $20 each. 
The Preferred is convertible into and has a preference over the 
Common to the extent of $50 per share and accrued dividends. 


Sounder World Trade 


a has quit buying our agricultural products not 
because they do not want to trade with us but because 
of a growth of what we might term a nationalistic spirit 
which makes each country seek to be self-sustaining from 
the standpoint of food. Europe is always thinking about the 
possibilities and the dangers of war, and even more than 
the deadly modern weapons of war, Europe fears starvation, 
With the lesson of the World War in mind practically every 
European country has in the last 10 or 15 years encouraged 
its farmers and agriculturists of all kinds to produce as they 
never produced before. Every conceivable method has been 
adopted to bring this about. Direct subsidies have been em. 
ployed in many cases, and in practically all cases tariff bar- 
riers have been erected, import quotas established and ex. 
change restrictions applied. All of these combined to just 
about squeeze the American farmer out of the European 
market and it raised the price of food. 

This effort on the part of European countries to develop 
their agricultural resources is praiseworthy but in my opin- 
ion the nationalistic self-sufficiency movement has gone too 
far. It has grown harmful rather than helpful and its futility 
has become sufficiently clear that the tide is turning. I am 
definitely of the opinion that within five years tariffs and 
quotas and exchange restrictions will be modified so as to 
permit world trading on a sounder basis. The business lead- 
ers of all nations are beginning to see that a reasonably free 
exchange of products among nations of the world is essential 
to prosperity and peace. Those nations which are not 
equipped by nature to provide adequate food supplies for 
their population must devote their energies to manufactur- 
ing, while those which are fitted by nature to produce sur- 
plus food stuffs must be willing to exchange their food stuffs 
for manufactured articles. The idea that each nation can 
provide for itself all those things which modern man needs 
and desires, must be abandoned. 

Our country is probably the best equipped in all the world 
to produce surplus food stuffs, while at the same time energy 
and ingenuity of our industries have enabled us to become 
large exporters of manufactured products. Nevertheless, 
in the long run the bulk of our exports must ultimately be 
products of the farm. In order to sell abroad we must be 
willing to buy abroad. I believe Europe is coming to the same 
conclusion and that before long trade between nations on a 
reasonable and sane basis will be resumed.—RoseErt H. 
CaBELL, President, Armour and Company, before the 
NATIONAL ASSOCIATION OF CREDIT MEN. 


Credit Must Flow Freely 


ype complications of our modern life, with the interre- 
lated human problems, should prompt those who would 
promote safe business to observe the red lights of caution 
and penetrate new frontiers of thinking. Particularly is this 
a responsibility of credit men. To this end, attention must 
be given to that important segment represented by small 
business which cannot always successfully meet larger and 
strongly entrenched competitors. It is also wise to sympa- 
thetically study and cooperate with young business men of 
energy, character and integrity. 
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Credit policies that are too conservative to serve all 
legitimate needs can be as harmful to individual and general 
progress as those which prompt an excessive flow on the 
basis of inflated or fictitious values. The credit man should 
guard against either extreme and thus become a balancing 
force for discouraging unnecessary restriction on the one 
hand and curbing speculative activities on the other. 

In dealing with the human element in credit, we now have 
the benefit of the experience of some financial institutions 
which have carefully tested the safety of character loans. 
In most analyzed cases this basis for credit has proved to be 
sound and constructive as well as conducive to character- 
building. It emphasizes both ability and stability. The small 
business man and the individual should have the opportunity 
to borrow on terms and at rates commensurate with security 
and dependability and thus have their advantages equalized 
with larger competitors. Any attitude to the contrary will 
tend to thwart the progress of many deserving enterprises 
which are good moral risks. It would tend to encourage 
unscrupulous loan sharks who thrive on those in urgent 
need of financial assistance but are without tangible assets 
to offer as security. 

In this connection, the practice of charging for check col- 
lection is a matter worthy of consideration. For all practical 
purposes, the check is currency and therefore should be so 
treated in the adjustment of daily settlements. If the prevail- 
ing policy of discounting checks is continued, industry and 
commerce may inevitably suffer and in the end the advantage 
to the beneficiaries will be nullified. 

It is essential to business and banking progress that the 
stream of credit be kept flowing freely by the elimination of 
all possible restrictions and impediments. We should en- 
courage an attitude on the part of all enterprises dealing 
with the public that service to the community is the vital 
ideal, of comparable importance with the objective of earn- 
ing of profits—DAaniEL C. Roper, Secretary of Commerce, 
before the NATIONAL ASSOCIATION OF CREDIT MEN. 


Success Means Profit 


OF equal importance with the regulation of new institu- 
tions is the problem of insuring profitable operations for 
banks already in existence. No bank can operate successfully 
unless it is a profitable enterprise. This fact means, of course, 
that every banking institution must have a sufficient volume 
of business to permit it to realize a fair profit from conserva- 
tive operations. Otherwise the profit must be sought in 
speculative loans and investments which almost certainly 
will result in heavy losses. It should be immediately evident 
that banks can not hope to survive when their operations 
result in deductions from their total capital account even 
in good years. To protect what remains of their investment 
bank stockholders themselves should realize this fact and 
act accordingly. The Corporation is eager to do all in its 
power to help insured banks in difficulty to work out their 
individual situations. In cases where an attempt at remedial 
action is not forthcoming, however, the Corporation must 
act before depositors’ claims become impaired. 

I do not mean to infer that we believe all small banks un- 
sound and without a place in the banking system, or that the 
problems of supervision are confined to small banks. That 
would be far from the truth. Any bank that can afford capa- 
ble management and can operate profitably without impair- 
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plans offered by the members of Financial 
Program Foundations is justified by the 
growing acceptance of these plans by 
a public of average and above-average 
means. Safe, conservative, well-managed, 
and practical, each of these plans has had 
the endorsement of those bank executives 
and investment bankers who have ob- 
tained and investigated the authoritative 
information that, upon request, it is our 
purpose to provide. Your inquiry is 


invited—your endorsement sought. 
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ing the safety of depositors is a good bank in the eyes of 
the Federal Deposit Insurance Corporation, no matter how 
large or how small that bank may be. 

Where the limit of growth has been reached, where the 
possible margin of growth is insufficient, or where adequate 
management can not be afforded, I can see only one alterna- 
tive to ultimate failure. That alternative is some form of 
merger with one or more neighboring institutions. I realize 
that suggesting a merger is asking a lot of a banker. None of 
us likes to see his own creation pushed into obscurity. Bank 
managers, however, must subordinate selfish considerations 
to the best interests of both depositors and stockholders, and I 
believe that those interests can best be served in the major- 
ity of questionable cases by a consolidation or relocation of 


bank facilities based upon a thorough survey of the banking 4 
needs of the state. q 
My intention in prescribing control of chartering and con. _ 
solidation of existing facilities, where necessary, is certainly _ 
not to deprive a deserving community of banking facilitj 
but rather to insist that proposed banks must prove that the 
chances for successful operation are heavily in their favor, 
There is no doubt that some communities, now 
could support and should have banks. On the other 
many communities are seriously overbanked. There are stil] 
16,000 banks in this country and I should prefer to have the 
necessary recession in this number accomplished in ap 
orderly, managed way.—Lro T. Crow Ley, Chai 
F. D. I. C., before the MINNESOTA BANKERS Association, 


Beans and Bread Aren’t Free 


WE are often told that measured service charges discrimi- 
nate against the little fellow—that he cannot afford to 
carry a bank account if required to pay for every service 
received. But looking at this from the merchant’s viewpoint, 
why should we serve the “little fellow” free of cost? The 
merchant does not supply him with beans and bread, nor 
clothing and fuel, merely because he is cold and hungry. 
Why should banks assume charities of such huge propor- 
tions? Even Uncle Sam, who dispenses charity of enormous 
volume, does not mix charity and business but maintains a 
separate department for each expenditure. 

Grocers many times offer “leaders” at reduced prices, but 
these items never exceed more than 2 per cent of the total 
merchandise on sales display. These leaders are never offered 
at less than cost, unless shelf-worn or damaged. Many banks 
today are attempting to make a leader of one-half their mer- 
chandise free of charge, or at prices far below actual cost. 
We may gain the customer’s good will but certainly not his 
respect or confidence. No one respects another who deliber- 
ately violates the fundamental principles of sound business. 
When insolvency results from having disposed of one’s goods 
at less than cost, good will always changes to criticism. 


Even the most ignorant understands the fundamental 
that anything valuable cannot be free. When time and ma- 
terial belonging to another person or institution is consumed, 
it may be free to the one who receives, but costly to the per- 
son who gives. Banking is not an exception. The act of pro- 
viding expensive services without proper remuneration 
must be offset by starvation salaries, contributions by 
shareholders, contributions by directors, and if these three 
sources are insufficient, then the F.D.I.C. and the depositor 
finally contribute the deficit. This method of collecting serv- 
ice charges is disastrous to the stockholder, the depositor and 
the management. Boiled down, it simply means that to 
operate unprofitably will bring disaster to every bank, and 
to our entire banking system. The Federal Deposit Insur- 
ance Corporation is no stronger than its individual members, 
Its failure is inevitable unless 90 per cent of its membership 
operates upon a permanently profitable basis. Any institu- 
tion, regardless of kind or size, that spends more than it © 
takes in, is headed directly for insolvency.—CtaupE L. 
Stout, Vice-president and Cashier, Poudre Valley National ° 
Bank, Fort Collins, Colorado, before the Iowa BANKERS 
ASSOCIATION. 


Our Capital Equipment 


I BELIEVE that if it is not to be repealed, the undistrib- 
uted profits tax law should be amended so as at least to 
permit the offsetting of losses of one year against the profits 
of another, to give substantial relief to those companies 
which are employing their profits to add to the capital 
equipment of the nation, and to mitigate the burdens 
which it imposes on financially crippled corporations. 

Far more serious than the continuation of the elements of 
injustice in the tax structure, however, is the fact that even 
at our present stage of recovery the budget is not balanced, 
and that there is no immediate prospect of its being bal- 
anced. The dangers inherent in this situation seem to me so 
greatly to transcend in importance the other considerations 
that industry could, I believe, better afford to see unsound 
taxes and injustice in taxation continued for a time, if 
thereby a balancing of the budget could be assured. 
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If this is not effected, we are likely to find ourselves to — 
continually increasing extent, in the words of Keynes, “using 
our savings to pay for unemployment instead of using them ~ 
to equip the country.” 

The real remedy is unquestionably the curtailment of | 
expenditures. If, as one advocate of greater relief expenditure 
said, the budget can be balanced only “out of the hides of 
the working people”, assuredly the burden of the inflation 
that must follow continued failure to balance the budget will 
fall with crushing weight on the backs of labor. The recent 
signs of a new awakening to the importance of retrenchment 
in both Administration and congressional circles is, I think, 
the most encouraging development of the recent past.— 
Grorce O. May, Senior Partner, Price, Waterhouse & | 
Company, New York, before the AMERICAN IRON AND STEEL 
INSTITUTE. 
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